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1. Overview

1.1 Economic Overview and Regulatory Changes
@ Outlook for the Thai Economy

e Thai Economy in the Second Quarter of 2003

Despite the US-led war on Iraq, the outbreak of SARS and its fallout on
tourism, as well as manufacturing contractions in major industrialized economies,
particularly the US and the Euro zone, Thailand’s economy has shown remarkable
resilience. The country’s GDP in the first half of 2003 is expected to register a
growth rate of around 5.50 percent over the same period of last year, declining
slightly from 6.01 percent in the second half of 2002. So far, the Thai economic
expansion has been gaining support from both exports and domestic spending, amid
- low interest rates and moderate inflation. During the first half of 2003, the headline
CPI inflation averaged at 1.80 percent, while the core inflation (excluding fresh food
and energy prices) was at 0.20 percent.

Despite the relatively robust growth in the first half of 2003, the growth in the
second half is expected to slow, due to a reduction in export growth, commodity
prices, as well as comparison to the high base of the previous year. Thailand’s GDP
growth is forecasted to soften to 4.00 percent in the second half of 2003, resulting in
an annual growth rate of around 4.70 percent, compared to 5.25 percent in 2002.

However, as the country is likely to maintain a surplus in the current account,
especially when the tourism industry rebounds in the second half, domestic liquidity
should remain ample. Together with a benign inflation outlook, the current account
surplus suggests that aggregate savings will continue to exceed investments, and
domestic interest rates are likely to remain low throughout the rest of the year.

While low interest rates should encourage new loan extension and excess
liquidity will continue to intensify competition, commercial banks are expected to
maintain a cautious approach, especially when economic growth looks set to soften in
the second half.

o Regulatory Changes'

¢ Changes in Accounting Procedures for Purchasing and Transferring

of Debts
On December 3, 2002, the Bank of Thailand issued directive BOT.FPG.(31)
C.2775/2545, regarding accounting procedures for the purchasing and transferring of

" The details of the regulatory changes during the first quarter, including the modification of the

definition of NPLs, changes in loan classification criteria, changes in credit card business regulations,
as well as changes in credit information business regulations, can be obtained from the MD&A report
for the quarter ended March 31, 2003.



debts, as well as supervision guidelines. This directive provides guidelines for the
classification of items in financial statements regarding restructured debts purchased
or transferred, in order to be in line with the Institute of Certified Accountants and
Auditors of Thailand’s standards and to promote clearer supervisions. On February
27, 2003, the Bank of Thailand issued another directive FPG.(31)C.29/2546,
concerning the sending of the BoT’s notification, dated February 5, 2003, regarding
the definition of non-performing assets and regulations that asset management
companies (AMCs) must follow. According to these two directives, if commercial
banks’ AMCs transfer their restructured loans from investments-in-receivables,
recorded at cost value, to loan items, the amount must be recorded at fair value. In
addition, the difference between cost value and fair value must be immediately
recognized in profit and loss statements as of the transferal date. This practice comes
into effect for financial statements of the accounting periods ended on December 31,
2003, or thereafter. For non-restructured loans, these amounts must be booked as
investments-in-receivables and recorded at cost value.

Following these two directives, the Bank’s recognized interest income, on a
cash basis, will be lower than recognized interest income under the old criteria, which
was based on an accrual method. This led to an increase in the Bank’s share of profits
from investments using equity method during the second quarter. However, when
considering the entire period of restructuring contracts, AMCs’ operating performance
under the new criteria will not change from that under the old criteria, thereby having
" no ultimate impact on the Bank’s operating results.

1.2 Direction of Business Operations

During the first half of 2003, KASIKORNBANK continued to improve
business operations by using the Balance Scorecard concept as a tool to achieve its
visions and targets with efficiency and flexibility. Operational performance is -
reported, analyzed, and adjusted where necessary to reflect the changing business
environment. To enhance opportunities and potential growth, the Bank also
continued to pursue and closely monitor the strategic programs implemented since
2000.

The Bank acknowledges that good corporate governance is a key element to
sustainable growth in the performance of the Bank, and is central to achieving the
Bank’s primary objective of maximizing shareholder value, while conducting
transparent and fair business practices. To further encourage good governance,
during the second quarter, the Bank initiated guidelines for management audit, aiming
to establish a coherent planning, implementation, control, as well as problem solving,
through a revision of management and operational systems. This management audit
is expected to help ensure the harmony between the various functions of the Bank in
order to achieve maximum efficiency and effectiveness.

In addition, during the second quarter of 2003, the Bank received the
following management awards:

1. On June 12, 2003, the Bank received the “Best Managed Company in

Thailand Awards in 2002” from the Euro Money magazine. The award
was conducted by an opinion survey on the Best Managed Companies in



Asia in 2002, by polling the opinions of analysts from 150 leading
research institutes and banks in Asia. The criteria included operating
results, growth rates, and management quality.

On April 29, 2003, the Thailand Management Association (TMA), in
cooperation with the Sasin Graduate Institute of Business Administration
of Chulalongkorn University, released the poll results of its “Thailand
Corporate Excellence Awards 2002”. Two excellence awards were given
to the Bank, Corporate Excellence in Financial Management and
Leadership Vision.

Management Discussion and Analysls (MD&A) 4



2. Operating Performance and Financial Position Analysis

2.1 Operating Performance
Q Operating Performance for the Second Quarter of 2003

For the second quarter, the Bank’s consolidated net income was Baht 8,236
million, increasing by Baht 5,588 million, or 211.02 percent, over the first quarter.
The increase was due to an increase in non-interest income of Baht 4,550 million,
following gains on reclassification of investments totaling Baht 2,950 million. This
~ was mainly attributable to the BoT’s directives regarding accounting procedures for
the purchasing and transferring of debts, mentioned in the Regulatory Changes section
of the previous chapter. These directives instruct AMCs to immediately recognize the
difference between cost and fair value of their transferred restructured loans in their
profit and loss statements as of the transferal date. Also contributing to the increase
in non-interest income was a rise in gains on investments amounting to Baht 1,455
million, boosted by a brighter capital market situation compared to the first quarter.
The improved capital market not only helped to raise profits from sales of bonds and
securities, but also led to lower allowances for impairment of investments in securities
than previously recorded. Further helping to lift non-interest income was an increase
in gains on exchange of Baht 52 million, mainly due to realized profits from closing
foreign branches. ‘

Compared to the same period of last year, the Bank’s consolidated net income
rose by Baht 6,317 million, or 329.18 percent. This was primarily achieved through
an increase in non-interest income of Baht 4,418 million, which was due to gains on
aforementioned reclassification of investments, gains on investments, and gains on
exchange of Baht 2,950 million, 1,101 million, and 205 million, respectively. This
year-on-year rise was also due to a drop in non-interest expenses of Baht 488 million,
resulting from decreases in premise and equipment expenses, as well as tax and duty
- expenses of Baht 155 million and 149 million, respectively.

o Net Income from Interest and Dividend

For the second quarter of 2003, the Bank’s consolidated net income from interest
and dividends was Baht 4,767 million, rising by Baht 243 million, or 5.37 percent,
over the first quarter. This was attributable to an increase in interest and dividend
income from restructured debts, together with increased interest and dividend income
from new loan extensions outweighing decreased interest and dividend income caused
by interest rate cuts.

Compared to the same period of last year, net income from interest and dividends
increased by Baht 498 million, or 11.67 percent. This was due to interest rate cuts,
which, despite leading to a drop in interest and dividend income by Baht 391 million,
helped to reduce interest expenses by a much greater amount of Baht 889 million.



o Normalized Provisions

The Bank has targeted normalized provisioning of 0.50 percent of total loans, for
both performing and non-performing loans. Normalized provisioning has been
gradually accumulated on a quarterly basis starting from the quarter ending June 30,
2002.

For the second quarter of 2003, the Bank set up normalized provisions of Baht 200
million, resulting in an accumulated amount of Baht 1,200 million as of the end of
June 2003.

2 Non-interest Income

For the second quarter of 2003, the Bank’s consolidated non-interest income was
Baht 7,174 million, increasing by Baht 4,550 million, or 173.40 percent, over the first
quarter. The increase was mainly due to gains on reclassification of investments
totaling Baht 2,950 million, following the aforementioned new BoT regulations. Also
contributing to the increase in non-interest income were rises in gains on investments
and gains on exchange amounting to Baht 1,455 million and 52 million, respectively.

 Higher gains on investments were boosted by a brighter capital market situation
compared to the first quarter, which helped to raise profits from sales of bonds and
securities. The improved capital market also increased the value of investments in
some securities, resulting in lower allowances for impairment of investments in
securities than previously recorded. As for gains on exchange, the increase was
mainly due to realized profits from closing foreign branches.

Compared to the same period of last year, the Bank’s consolidated non-interest
income increased by Baht 4,418 million, or 160.30 percent. This rise was attributable
to increases in gains on reclassification of investments and gains on investments of
Baht 2,950 million and 1,101 million, respectively. At the same time, gains on
exchange rose by Baht 205 million, partly due to realized profits from closing foreign
branches.

a Non-interest Expenses

The Bank’s consolidated non-interest expenses in the second quarter of 2003
were Baht 4,134 million, dropping by a total of Baht 45 million, or 1.08 percent, from
the first quarter. The decrease was due to a decline in fee and service expenses of
Baht 160 million, particularly those incurred from credit card products, which resulted

- from a drop in tourists’ credit card spending during the outbreak of SARS.

As for year-on-year comparison, the Bank’s consolidated non-interest expenses in
the second quarter of 2003 decreased by Baht 488 million, or 10.56 percent, from the
same period of last year. This was due to a decline in premise and equipment
expenses of Baht 155 million, resulting from the establishment of the IT Outsourcing
program. Tax and duty expenses also dropped by Baht 149 million. '



a Operating Performance for the First Half of 2003

For the first half of 2003, the Bank’s consolidated net income totaled Baht 10,884
million, increasing by Baht 8,042 million, or 282.97 percent, over the second half of
2002, due to an increase in non-interest income totaling Baht 6,812 million. The
higher non-interest income was due to increases in gains on investments, gains on
reclassification of investments, and gains on exchange totaling Baht 3,142 million,
2,950 million, and 656 million, respectively. Gains on reclassification of investments
were achieved through the use of new accounting procedures for the purchasing and
transferring of restructured debts, according to aforementioned new BoT regulations.

Compared to the first half of 2002, the Bank’s consolidated net income was up by
Baht 7,042 million or 183.29 percent. This was due to a rise in non-interest income of
Baht 4,789 million, following gains on reclassification of investments, gains on
investments, and gains on exchange of Baht 2,950 million, 1,165 million, and 518
million, respectively. This year-on-year increase was also due to a drop in non-
interest expenses of Baht 987 million, partly due to declines in other expenses, tax and
duty expenses, including premise and equipment expenses totaling Baht 633 million,
272 million, and 145 million, respectively.

Operating Performance

(Million Baht)
H1-2003 H2-2002 H1-2002 Q2-2003 Q1-2003 Q2-2002

Income from interest and 16,600 18,026 17,882 8,275 8,324 8,666
dividends '
Interest expenses 7,309 8,274 9,012 3,508 3,800 4,397
Net income from interest and 9,291 9,752 8,870 4,767 4,524 4,269
dividends

Bad debts and doubtful accounts (6,962)  (2,386) (918) (3,525) (3.437) 308
(reversal)

Losses on debt restructuring 6,442 2,964 1,262 2,889 3,553 212)
Normalized provisions 400 400 400 200 200 400
Non-interest income 9,798 2,986 5,009 7,174 2,624 2,756
Non-interest expenses 8,314 8,961 9,301 4,134 4,179 4,622
Income tax expense 0 (53) (3} 1 N 1)
Minority interests in net income §8)) (10) (13) 6) 6) 9)

Net Income 10884 2842 3842 8236 2648 1919




2.2 Financial Position Analysis
Q Assets

As of June 30, 2003, the Bank’s total consolidated assets were Baht 797,472
million, increasing by Baht 21,304 million, or 2.74 percent, from the first quarter.
Compared to the same period of last year, this amount was up by Baht 9,716 million,
or 1.23 percent. The items having significant changes are as follows:

e Loans, as of June 30, 2003, were at Baht 514,838 million, rising by Baht
9,280 million, or 1.84 percent, from the first quarter, mainly due to gains
on reclassification of investments in receivables, particularly restructured
loans, following the aforementioned new BoT regulations.

s Net investments in securities, as of June 30, 2003, stood at Baht 152,507
million, increasing by Baht 606 million, or 0.40 percent, from the previous
quarter, as the Bank increased investments in government bonds.

e Securities purchased under resale agreements, as of the end of June 2003, .
were Baht 50,000 million, increasing by Baht 31,694 million, or 173.13
percent, over the first quarter. This increase was due to higher returns
compared to alternative investments.

e Interbank and money market items, as of June 30, 2003 totaled Baht
97,151 million, decreasing by Baht 23,549 million, or 19.51 percent, from
the first quarter. This decrease was due to the use of the Bank’s deposits
abroad to purchase securities under resale agreements, following higher
returns.

a Liabilities and Shareholders’ Equity

Total consolidated liabilities of the Bank, as of June 30, 2003, were Baht 750,732
million, increasing by Baht 12,419 million, or 1.68 percent, from the first quarter, but
~ decreasing by Baht 5,748 million, or 0.76 percent, from the same period of last year.
The liabilities that changed significantly were deposits, which rose by Baht 12,481
million, or 1.88 percent, over the first quarter. The increased deposits were mainly in
savings accounts.

As of March 31, 2003, total shareholders’ equity was Baht 46,740 million,
increasing by Baht 8,885 million, or 23.47 percent, over the first quarter. This was
due to a decrease in retained losses of Baht 8,266 million, following an increase in the
Bank’s consolidated net income of Baht 8,236 million in the second quarter. '
Compared to the same period of last year, total shareholders’ equity increased by Baht
15,464 million, or 49.44 percent, also due to a decline in retained losses.

Financial Position

(Million Baht)
Jun 30, 2003 Mar 31,2003 Jun 30, 2002
Assets 797,472 776,168 787,756

Liabilities and Shareholders’ Equity
- Total liabilities 750,732 738,313 756,480



- Total shareholders’ ‘ 46,740 37,855 31,276
equity
Total Liabilities and 797,472 776,168 787,756
Shareholders’ Equity

0 Relationship Between Sources and Uses of Funds

As of June 30, 2003, the funding structure as shown in the Consolidated Financial
Statement comprised Baht 750,732 million in liabilities and Baht 46,740 million in
shareholders’ equity, resulting in a liability-to-shareholders’ equity ratio of 16.06.
The major source of funds on the liability side was deposits totaling Baht 677,654
million, accounting for 84.98 percent of the total. Other sources of funds included
interbank and money market items and borrowing, which accounted for 0.73 percent
~and 6.06 percent of the total, respectively.

The Bank and its subsidiaries’ major use of funds was loans. As of June 30,
2003, loans amounted to Baht 514,838 million, resulting in a loan-to-deposit ratio of
75.97 percent. For the remaining liquidity, the Bank has invested in various liquid
assets such as interbank and money market items, securities purchased under resale
agreements, and investment in securities.

The major sources and uses of funds as of the end of June 2003 are
categorized by contractual maturity periods in the following table: '

The Bank and its subsidiaries’ major sources and uses of funds

(Million Baht)

Period Deposits % Loans %
<1 year 664,955 98.13 338,502 65.75
> 1 year 12,699 1.87 176,336 34.25
Total 677,654 100.00 514,838 100.00

The Bank and its subsidiaries’ deposits with remaining maturities of less than 1
year as of the end of June 2003 totaled Baht 664,955 million, rising by Baht 26,301
- million, or 4.12 percent, from Baht 638,654 million at the end of 2002. Deposits with
remaining maturities of over 1 year as of the end of June 2003 were Baht 12,699
million, dropping by Baht 40 million, or 0.31 percent, from Baht 12,739 million at the
end of 2002.

As of the end of June 2003, the Bank and its subsidiaries had loans with
remaining maturities of less than 1 year totaling Baht 338,502 million, rising by Baht
1,199 million, or 0.36 percent, from Baht 337,303 million at the end of 2002. Loans -
with remaining maturies of over 1 year amounted to Baht 176,336 million, increasing
by Baht 7,436 million, or 4.40 percent, from Baht 168,900 million at the end of 2002.

From the above table, it can be seen that as of June 30, 2003, the amount of
deposits with remaining maturities of less than 1 year was higher than loans with
remaining maturities of less than 1 year. This is considered normal for commercial
banks in Thailand, as they normally fund their lending or investments in long-term
assets from short-term liabilities. However, It is likely that the deposits will remain




with the Bank longer than their stated contractual maturity, as most deposits are

normally renewed when their maturity comes due. This helps to support the Bank’s
lending.

a Investments

The Bank and its subsidiaries’ investments in securities consist of trading
investments, available-for-sale investments, debt instruments held to maturity, and
investments in subsidiaries and associated companies. A review of impairment of
investments is carried out when there is a factor indicating that an investment might
have become impaired. Investments in securities, classified by type of investments,
as of the end of June 2003, March 2003, and June 2002, are as follows:

(Million Baht)

Type of Investments Jun 30, % Mar 31, % Jun 30, %
2003 2003 2002
Debt Instruments 141,254 92.62% 135,800 89.40% 113,780  84.68%
Government and State Enterprise Securities
e Trading Investments 4,475 2.94% 6,407 4.22% 5,374 4.00%

¢ Available-for-sale Investments 69,363 45.48% 56,723 37.34% 51,233 38.13%
-o  Held-to-maturity Investments 23,262 15.25% 34,473 22.69% 30,828 22.94%
Private Enterprise Debt Instruments

¢ Trading Investments 276 0.18% 80 0.05% 21 0.02%

o Available-for-sale Investments 2,978 1.95% 5,338 3.51% 4,151 3.09%

¢ Held-to-maturity Investments 1,580 1.04% 425 0.28% 352 0.26%
Foreign Debt Instruments

¢ Available-for-sale Investments 20,411 13.38% 17,475 11.50% 11,155 8.30%
o Held-to-maturity Investments 18,909 12.40% 14,879 9.80% 10,666 7.94%

Equity Securities 11,112 7.29% 15950 10.50% 20,294  15.10%

Available-for-sale Investments 1,741 1.14% 1,698 1.12% 2,449 1.82%

General Investments 8,083 5.30% 13,013 8.57% 16,380 12.19%

Investments in Subsidiary and 1,288 0.85% 1,239 0.82% 1,465 1.09%

Associated Companies

Other 141 0.09% 151 0.10% 289 0.22%
Total Investments — Net 152,507  100.00% 151,901 100.00% 134,363 100.00%

a Capital Investments

For the second quartér, most capital investments were for investments in
information technology (IT), which were undertaken as part of the Bank’s strategic
plan to improve its database and migrate to a new IT platform.

o Liquidity

Cash and Cash equivalents, according to the Bank’s consolidated financial
statement at the end of June 2003 totaled Baht 9,051 million, declining by Baht 713
million from the end of 2002, due to the following activities:

e Net Cash used in operating activities totaled Baht 6,818 million, as a result
of changes in key operating assets and liabilities. Interbank and money market items
(in the asset side) and securities purchased under resale agreements increased by Baht




2,256 million and 31,600 million, respectively. At the same time, loans and deposits
showed a rise by Baht 6,310 million and 26,261 million, respectively.

o Net Cash from investment activities was Baht 6,513 million, comprising
cash received from disposal of available-for-sale investments of Baht 18,887 million,
redemption of debt instruments held to maturity of Baht 35,993 million, cash payment
for available-for-sale investments of Baht 29,381 million, as well as cash payment for
debt instruments held to maturity of Baht 19,381 million.

¢ Net Cash used in financial activities totaled Baht 47 million.

2.3 Capital Requirements
a Capital Funds

As of June 30, 2003, the Bank and its subsidiaries had a capital base of Baht
72,170 million, comprising Tier-1 capital totaling Baht 45,902 million and Tier-2
capital totaling Baht 26,268 million. The capital adequacy ratio of the Bank and its
asset management companies equaled 13.87 percent, well above the Bank of
Thailand’s minimum requirement of 8.50 percent. Details are as follows:

Capital Adequacy Ratios*

Jun 30,03 Mar31,03 Dec31,02 Sep30,02 Jun30,02

Tier-1 Capital 8.820p** 8.27% 8.44% 8.48% 7.58%
Tier-2 Capital 5.05% 5.01% 5.90% 5.84% 5.63%
. Total Capital Requirements 13.87%**  13.28% 14.34%  14.32% 13.21%

Note: * These ratios do not include the net profits of each accounting period.
According to BoT regulations, the first period’s net profits shall be included in
capital, after approval by the Board of Directors, per Bank’s regulations. The second
period’s net profits shall be included in capital after approval by a General Meeting of
Shareholders. However, in the case of a net loss, the loss must be deducted from
capital immediately. ‘

** Should second quarter net profits, as of end of June 30, 2003, and first
quarter net profits, as of end of March 31, 2003 be included, the capital adequacy ratio
of Tier-1 capital and the capital adequacy ratio of total capital requirements would be
equal to 10.92 percent and 15.97 percent, respectively.

a Maintenance of Ratios

The Bank maintains liquid assets, on average, of at least 6.00 percent of deposits
and borrowing, in compliance with BoT regulations. As of June 30, 2003, the Bank
had cash and deposits at the Bank of Thailand, including eligible securities, totaling
Baht 159,553 million.



3. Operations of Business Groups

3.1 Corporate Business Group

The Corporate Business Group provides services to customers with sales
volumes over Baht 50 million. To enhance product presentation and financial
services, the Corporate Business Group divides its customers into 3 segments: large
corporate, medium corporate, and small corporate segments. The main products of
- the group include loans, trade finance, cash management services, foreign exchange,
corporate finance, and securities services.

Q Changes in Operating Environment

During the first half of 2003, domestic businesses were affected by the
uncertainties overseas, including the US-led war on Iraq and the outbreak of the
SARS, which largely hurt the hotel and tourism sectors. At the same time, continued
excess production capacity in some industries limited corporate loan demand. These
aforementioned factors led banks to cut their interest rates, including reductions in
their MLR rates in March and June, to boost loan demand. However, the downward
trend in market interest rates induced investment shifts to the bond market, which
eventually resulted in lower bond yields, and this has led large corporate businesses to
progressively seek funding from the capital market through instruments such as bonds
and Bills of Exchange. Bond issuance by corporations, as a result, has undermined
banks’ efforts to extend more loans. To compensate for a possible decrease in interest
income, commercial banks have turned their attention to fee-based products, which
include trade finance, cash management services, foreign exchange, corporate
finance, and securities services. KASIKORNBANK has remained cautious, while
focusing on increasing its market share of qualified customers through new product
development, pricing, and various marketing strategies.

Q Business Operations in the First Half

e Customer Segment

= Large Corporate Segment

During the first half of 2003, despite the fierce competition among banks, the
Bank managed to achieve loan expansion near the target, both in domestic credit and
trade finance loans. Fee-based income also increased, especially from foreign
exchange services, as the Bank gained new customer groups, including automobile
manufacturers, leasing businesses, and conglomerates. To capture these new
customer groups, the Bank employed various strategies, including the introduction of
a new range of products designed to fit each business group’s needs and offering a
full range of services with higher efficiency. In addition, the Bank has also focused
on establishing sound and lasting relationships with customers through the Bank’s
widely accepted image and well-trained staff.



* Medium Corporate Segment

As the Bank has continued to follow a strategy of countering uncertainties and
intense competition, its operating results have remained on-target, particularly in trade
finance, which has shown high growth, in line with the country’s current export and
import growth. Fee-based income also increased, as the Bank has gained new
customers, while also successfully expanding its corporate finance services to its
medium corporate customers.

=  Small Corporate Segment

Despite strong interest rate competition, the Bank has been able to maintain the
interest rate spread in loans extended to the small corporate group, which focuses on
domestic credit products. While credit continued to grow, fee-based income rose
above target, especially in letters of indemnity-borrowing, foreign exchange, and cash
management services. The Bank’s strategy has been to retain existing customers,
especially those having constant growth and sound credit records, as well as seeking
~ new customers, especially SME customers, through the introduction of a new range of

products, as well as complete services with superior efficiency.

¢ Product Group

* Domestic Credit Products and Letters of Indemnity-Borrowing

During the first half of 2003, not only has the Bank developed new products to fit
diverse business needs, it has also sped up credit approvals by utilizing new
technology and electronic channels. At the same time, the Bank continued to
implement the Risk-adjusted Return on Capital (RAROC) system to achieve
competitive and fair prices. These strategies have led the Bank to higher-than-target
domestic credit expansion and fee-based income.

*  Trade Finance

Amid intense competition from the introduction of new products and pricing
schemes, the Bank managed to sustain its trade finance loan growth. This helped to
keep the Bank’s fee-based income near its established levels.

= BIBF (Bangkok International Banking Facilities)

As for BIBF services, the Bank focuses on the customers, whose business incomes
are in foreign currencies and who meet BoT criteria. However, as domestic interest
rates remain low and hover near overseas rates, coupled with customers’ desires to
reduce their foreign exchange exposure, BIBF loan demand has become limited.

»  Corporate Finance

KASIKORNBANK is one of the leading broker-dealers and underwriters of all
types of debt instruments, including short-term debt instruments, long-term secured
and unsecured debentures, as well as bills of exchange from companies with sound
credit histories, low risk, and widely acceptable stature among investors. The Bank is
also a broker-dealer and underwriter for state and state-enterprise bonds, and in fact,
is one of the top three brokers with the largest market share of both private and public
bonds listed at the Thai Bond Dealing Center (TBDC). In the first half of 2003, the
Bank was able to retain fee-based income derived from corporate finance services,
broker-dealer services, and bond-trading services in the secondary market, all close to
the target




The Bank’s Corporate Finance Services also include syndicated loans. These
loans were provided to various customers, ranging from existing customers showing
constant growth to new customers with high potential, as well as those who have
recovered from the recession. The services offered to ensure proper financing to each
customer include some tailor-made products, fixed interest rate loans, and financial
advisory services.

»  Foreign Exchange Service

Despite heightened competition that has lowered profit per transaction, the Bank
has managed to expand its foreign exchange activities. This was achieved through an
increased volume of transactions and the capturing of larger market shares in related
markets.

As for the increase in transactions, to retain existing customers as well as gain
new customers, the Bank has established strategies to facilitate and expedite its
foreign exchange services, while creating specific and price-competitive products for
diverse customers. The Bank has also organized seminars focusing on foreign
exchange products for both group and individual customers. These seminars not only
raised awareness and understanding about products, but also strengthened bank-
customer relation.

Increased market shares in related markets was achieved through cross-selling
product, as some customers preferred packaged products to a single product. The
cross-selling products helping to lift demand for foreign exchange services included
trade finance products and several types of loans.

» Cash Management

Like other products, cash management services have been under pressure from
intense competition, from both foreign and Thai banks. However, the Bank was able
to sustain its existing customer base, while planning to encourage more transactions.

To enhance the quality of service, the Bank has improved some product features,
particularly online banking, which provides real-time financial data. The Bank also
offers after-sales service to help customers with basic operational questions.

The Bank aims to continuously increase its market share, through the introduction
of desirable services to new customers and building good relationships with them.
The Bank has set its fee-based income target growth at 20 percent.

= Securities Services

During the first half of 2003, securities business continued to perform well, due to
a series of interest rate cuts since the beginning of the year. These rate cuts led
depositors to shift more investments into mutual funds, thereby boosting securities
investment services in the mutual fund area, such as in custodial and registrar
services.

Amid intense pricing competition, the Bank’s focus has been to improve service
quality to strengthen customer confidence, rather than to employ competitive pricing
schemes. In order to sustain profits in the long term, the Bank emphasizes
maintaining good relationships with existing customers and gaining new customers.
At the same time, a customer satisfaction survey has been undertaken to help find
ways to enhance the efficiency of services. Also, the Bank has continuously
improved its operational processes through electronic channels, which help to
expedite service speed and reduce operating costs, as well as improve the Bank’s
competitiveness, especially in mutual fund custodial services. As for loan facilitation




services such as security agent services in syndicated loans and loan coordinator
services, staffs are being trained to effectively handle large corporate customers.

* Business Banking Center (BBC)

The Corporate Business Group has established Business Banking Centers to
improve sales and service activities. In sales activities, current strategies include
introductions of a wide range of products and loan facilities, and the promotion of
~ better bank-customer relationships. On service front, the Centers not only provide a
full range of financial services, but also are able to simultaneously handle multiple
complex transactions, as well as standard banking transactions, commercial loans, and
cash management services, with trade finance to be added in the near future. During
the first half of 2003, the Bank started 16 Centers in Bangkok and the Metropolitan
Region, and is planning to open a total of 26 Centers by the end of 2003.

Q Financial Position

As of the end of June 2003, the Corporate Business Group’s total loans stood
at Baht 132,691 million, increasing by Baht 3,191 million or 2.46 percent from the
end of 2002. Categorized by customer segment, the increase in the Group’s total
loans during the first half of 2003 was mainly due to a 5.03 percent increase in the
medium corporate segment’s credits from the end of 2002, following higher trade
finance credit for export-import related business. While the small corporate
segments’ loans grew by 3.56 percent from the end of 2002, the large corporate loans,
however, declined by 3.25 percent from the end of 2002, as some large corporate
businesses switched to finance from the equity market.

Corporate Business Group credits classified by customer segment

{Million Baht)
Percent of total Loans Changes
CBG’s loans
Jun 30, Dec31, Million Percentage
2003 2002 Baht change
Corporate Business Group’s Loans 100% 132,691 129,500 3,191 2.46%
Customer segment
Large Corporate Segment 23% 30,483 31,508 (1,025) (3.25%)
Medium Corporate Segment 39% 51,952 49,462 2,490 5.03%
Small Corporate Segment 38% 50,256 48,530 1,726 3.56%

Categorized by product group, as of the end of June 2003, the products having
the highest growth were trade finance loans, which increased by Baht 2,090 million,
or 7.74 percent from the end of 2002, due to higher volumes of export and import
transactions. Meanwhile, domestic credit loans rose by Baht 1,630 million, or 1.68
percent, from the end of 2002, though BIBF showed a decrease of Baht 567 million or
12.32 percent. This was due to customers cutting down their foreign exchange
exposures and domestic interest rates staying near foreign interest rates.




Corporate Business Group credits classified by product group

(Million Baht)
Percent of total Loans Changes
CBG’s loans
Jun30, Dec3]l, Million Percentage
: 2003 2002 Baht change

Corporate Business Group 100% 132,691 129,500 3,191 2.46%

Product group
Domestic credit products 75% 98,890 97,260 1,630 1.68%
Trade finance 22% 29,237 27,147 2,090 7.70%
BIBF 3% 4,035 4,602 (567) (12.32%)
Other loans 0% 529 491 38 7.74%

3.2 Retail Business Group

The Retail Business Group is responsible for developing and supervising customer
relationships with retail businesses and individual customers. Based on monthly sales
or income, customers are divided into 4 groups: owner-operators, platinum customers,
middle-income customers, and transactors. To meet demands of each customer
group, Retail Business offers a wide variety of products, including retail business
lending, consumer loans, credit cards, as well as deposit and fee-based products. The
sales and service channels used are branch service, direct sales teams, customer
service centers, and electronic channels.

Q Changes in Operating Environment
Changes in business environment of each type of products are as follows:

e Retail Business Lending

Due to the government’s SME lending policy, commermal banks have used
various proactive strategies to gain more retail customers, including pricing strategies.
This is evidenced from a series of interest rate cuts during the first half of 2003. It is
expected that price competition among banks may continue during the second half of
the year.

¢ Housing Loans
The factors contributing to an expansion of housing loans during the first half of
2003 are as follows:
(1) The growing economy that helped to raise household incomes.
(2) High housing demand in Bangkok and the Metropolitan Region, which is
expected to reach 60,000-80,000 units in 2003.
(3) Interest rates that are likely to remain low, due to continuing excess liquidity
in the banking system and fierce competition.



(4) The government’s property stimulus measures, including an extension of the
title transfer fee-reduction and tax-exemption from 2002 to the end of 2003.

® Credit Card Products

During the first half of 2003, credit card products had slower growth, both in
credit card spending and in the number of cards. This was partly due to the BoT’s
directives concerning credit card business regulations, issued on November 12, 2002,
January 7, 2003, and February 25, 2003, which have reduced the competitive price
advantages of certain credit card providers, especially Thai banks. This led credit
card businesses, both banks and non-banks, to establish new marketing strategies,
including pricing competition and marketing campaigns in cooperation with stores, in
order increase share of card-accepting stores. Also contributing to the slow growth in
credit card products were the outbreak of the SARS and the war in Iraq, which
dampened tourism and credit card spending, especially during March to May 2003.
However, tourism business started to pick up toward the end of the second quarter,
after the war ended and the outbreak of SARS has been brought under control.
Tourism recovery is likely to continue during the second half of the year.

¢ Internet Banking A

Internet banking has been increasingly popular among customers, as it suits
modern lifestyles, while transaction fees are lower and services have been improved,
both in the aspects of the functionality and security. Due to a rapid growth in mobile
phone users, upscale commercial banks have cooperated with mobile phone operators
in developing the e-Mobile system, especially the mobile payment system, to
facilitate and increase the usage of banks’ internet banking services.

¢ Deposit and Fee-based Products

As of June 30, 2003, total deposits in the banking system had increased from the
end of 2002. Increases in passbook saving deposits and 1 to 3 year fixed deposits
were largely due to the switch from 3 and 6 month fixed deposits, following a series
of interest rate cuts since March.

Q Business Operations in the First Half

During the second quarter, the Bank continued to employ several proactive
strategies, particularly, Business & Profession Customer Units, initiated in the first
quarter. Fourteen Platinum Signature Units and an additional In-Store branch were
established, as well as branches with a coffee comer, “Coffee Banking”. Moreover,
~in cooperation with Muang Thai Life Assurance Co., Ltd., the Bank has started its
Bancassurance business, which offers life assurance counseling services. The
insurance coverage offered in the first phase will be Ruangkhao Pithaksin and
Kumkrongpai insurance plans. :

Business operations for each product of the Retail Business Group are
summarized in the following:

e Retail Business Lending

During the first half of 2003, to maximize customer value, the Bank has improved
commercial credit processes, in matters including the policy renewals, appraisal and



collateral policies, revision and approval processes, as well as improvements in the
credit application. To retain existing customers and enhance competitiveness and
potential, the Bank has offered the B&P Fixed Rate Loans, while organizing many
seminars in Bangkok and the central and northern regions. Besides this, the Bank has
signed a guaranty contract for SME loans amounting to Baht 1 billion with the Small
Industrial Finance Cooperation (SIFC), in order to aid SME businesses. In addition,
every two months, the Bank issues the KBANK B&P Newsletter, which informs
customers about general economic matters and the Bank’s new products and services,

plus other related information.

o Housing Loans

To promote growth in housing loans, the Bank offers 8 flexible interest rate plans,
four with fixed rates and four floating. At the same time, the Bank continues to
organize marketing campaigns at different locations, such as fairs and sales points.

¢ Credit Card Products

To expand its customer base, the Bank has employed various techniques including
a dynamic sales force, special promotional privileges, and new product offerings in
cooperation with business allies such as Villa supermarket, Amway, and state-
enterprise unions. The Bank also continues to emphasize sustained card spending,
through marketing campaigns in cooperation with leading department stores, offering
~ discounts and privileges to leading restaurants and bookstores, including purchase
installment programs with some participating merchants.

The aforementioned promotions have helped the Bank to maintain good
relationships with stores. At the same time, marketing campaigns in cooperation with
stores have helped to expand the channels for product and service introductions.

o Internet Banking

To increase Internet Banking customers, the Bank has improved services for each
customer group. These services include KBANK e-Internet for transactors, KBANK
e-BizLink for SME customers (expected to commence in the third quarter), KBANK
e-Phone with English Call Center for foreign customers, as well as KBANK Platinum
Phone Service for affluent customers. The e-Commerce activity is being enhanced by
increasing the number of stores using Payment Gateway services. The Bank has also
changed the name of TFB e-Phone to KBANK e-Phone, in line with the Bank’s new
English name.

e Deposit and Fee-based Products

As far as the term structure of liabilities is concerned, the Bank has succeeded in
converting short-term fixed deposits made to the Bank before January 20, 2003 to 36
. month fixed deposits, and the proportion of the long-term deposits to the total deposits
has increased as planned. To promote the Bank’s image and to improve the customer
information system, the Bank has modified application forms for checking, savings,
and fixed-deposit accounts, as well as customer information forms and passbooks.
The Bank further attached special privileges to bank note trading and traveler’s check
purchases, effective from April to December 2003.




Q Financial Position

¢ Loans : :

As of June 30, 2003, the Retail Business Group’s total outstanding loans were
Baht 190,530 million, increasing by Baht 11,871 million, or 6.64 percent, from the
end of 2002. The increase was attributable to rises in housing loans, credit card
products, and retail business lending, being mostly term loans and promissory notes.

Retail Business Group credits classified by products

(Million Baht)
Percent of total Loans Changes
RBG’s loans
Jun 30, Dec 31, Million  Percentage
2003 2002 Baht change
Total 100% 190,530 178,659 11,871 6.64%
Retail business lending 79% 150,989 146,376 4,613 3.15%
Housing loans 17% 31,550 25,895 5,655 21.84%
Credit card products 3% 6,776 5,524 1,252 22.66%
Other loans 1% 1,215 864 351 40.63%

¢ Deposit Products

As of June 30, 2003, the Bank’s total deposits amounted to Baht 679,478 million,
rising by Baht 24,914 million or 3.81 percent from the end of 2002, following an
increase in passbook savings deposits, especially from individual and current account
depositors. The Bank’s total deposits were recorded as the third largest deposits in
the Thai banking system.

Proportion of deposits (including financial institutions’ deposits) classified by
product group as of June 30, 2003

3 Months

257,848 MB (77.0%)

6 Months
5,453 MB (1.6 %)

1 Year
48,753MB (14.6 %)

>2 Years
22,788 MB (6.8%)

Current Accounts

31,945 MB (4.7%)

3.3 Treasury Group

The Treasury Group’s responsibilities include asset and liability management
and the trading of foreign currencies, equities, and derivatives. Their goal is to
manage investments to achieve maximum benefit within appropriate risk level and in




line with the Bank’s policies and governing authorities’ rules and regulations. The
Group’s tasks also include liquidity management in accordance with the Bank’s
policies, as well as consistency with BoT requirements. The Group also increases
investments for trading purposes, which are generally short-term investments, to
enhance the Bank’s profitability, while providing services to customers such as
foreign exchange transactions and domestic capital market transactions, primarily
involving fixed-income instruments.

Q Changes in Operating Environment

During the second quarter of 2003, the Bank’s liquidity increased slightly over the
end of 2002. At the same time, market rate of returns continued to move lower,
especially during the second quarter, following the downward trend in domestic and
overseas interest rates. This has led to a downward direction of the Bank’s interest
income.

Q Business Operations in the First Half

As Treasury business transactions were limited by the downward direction of
interest rates, investment strategies during the first half of 2003 continued to focus on
investments that yielded maximum benefit within acceptable risk levels. To create
new alternatives for investment and risk management, the Treasury group is now in
the process of developing derivative instruments in cooperation with the Corporate
Business Group. The Bank has also established private repurchase transactions in
cooperation with other financial institutions and bilateral repurchase transactions with
the BoT. The private and bilateral repurchase markets are expected to replace the
current repurchase market where the BoT acts as the matchmaker for lenders and
borrowers. :

As for capital market investments, the Bank continues to follow the existing
strategy of not expanding investments in equities, while reducing portfolios when the
opportunity arises. For fixed income securities, the strategy is to adjust the
investment scale in line with the current market situation.

Q Operating Performance and Financial Position

As of June 30, 2003, total investments of the Treasury Group were Baht 272,381
million, decreasing by Baht 9,980 million, or 3.53 percent, from the end of 2002.
Compared to the first quarter, the Group’s total investments increased by Baht 1,896

" million, or 0.70percent.

During the first half of 2003, the Treasury Group’s income totaled Baht 6,156
million, rising by Baht 842 million, or 15.84 percent, over the same period in the
previous year. This was due to an increase in non-interest income of Baht 1,655
million, mainly from increases in gains from foreign exchange and debt instruments.
However, dividend income declined by Baht 813 million, as a result of continuously
declining market returns.

As for the second quarter of 2003, the Group had total income of Baht 3,616
million, up by Baht 1,076 million, or 42.36 percent, from the first quarter. This was
partly due to an increase of Baht 25 million in interest and dividend income. Also
contributing to this quarter-on-quarter increase was a rise in non-interest income of
Baht 1,051 million, as the Bank received higher gains from debt instruments, as well
as gains on exchange from the closing of some foreign branches.



Treasury Group’s income

(Million Baht)
Type of Transaction Percent 1H-2003 Q2-2003 Q1-2003 Change during Q1-Q2,
of total 2003
TG’s
income
Million Percentage
Baht change
Money Market 31% 1,928 1,003 926 77 8.36%
Interest income 19% 1,188 609 580 29 5.04%
Non-interest income 12% 740 394 346 48 13.92%
Capital Market 69% 4,228 2,613 1,614 999 61.85%
Interest income 39% 2,411 1,203 1,207 ) (0.30%)
Non-interest income 30% 1,817 1,410 407 1,003 246.12%
Total 100% 6,156 3,616 2,540 1,076 42.36%




4. Risk Management and Risk Factors®

| 4.1 Overall Risk Management

In order to maximize sustainable returns to shareholders, the Bank has developed
a risk management framework under the supervision of the Board of Directors, the Audit
Committee, the Risk Management Committee, the Asset-Liabilities Management
Subcommittees, and the Credit Policy Committee. Day-to-day responsibility for
measuring and monitoring all related risk incurred by the Bank has been delegated to
the Internal Risk Management Department. This department is accountable for
developing sophisticated risk management tools to convert all related risk into a single
comparable term of capital. This concept enables the Bank to estimate and control the
magnitude of various types of risks, set pricing that reflects the risk level of different
customers and businesses, and allocate capital in the way that properly reflects returns
and risk levels.

4.2 Risk Management
o Credit Risk Management

e Outstanding Loans

As of June 30, 2003, the Bank’s consolidated outstanding loans stood at Baht
514,838 million, increasing by 1.71 percent over the amount of Baht 506,203 million
at the end of 2002. Compared to the first quarter, consolidated outstanding loans
increased by 1.84 percent. The increase was due to gains on reclassification of
investments in receivables, particularly restructured loans, in accordance with the
Bank of Thailand’s directives- FPG.(31)C.29/2546, dated February 27, 2003, and
BOT.FPG.(31)C.2775/2545, dated December 3, 2002.

At the end the second quarter of 2003, 50.26 percent of the Bank’s outstanding
loans to customers were loans over Baht 20 million. Credit extended to the 20 largest
borrowers, excluding Phethai and Ploy Asset Management Companies, accounted for
Baht 32,249 million or 6.53 percent of the Bank’s total loans portfolio. In the
breakdown of loans by customer type, business entities accounted for Baht 280,271
million or 56.71 percent of outstanding loans, while personal loans accounted for the
remaining 43.29 percent. In terms of maturity, credit aging less than 1 year accounted
for 68.80 percent of the Bank’s total loans.

? The details of the overall Risk Management framework, Market Risk Management, Liquidity Risk
" Management, Operational Risk Management, the Performance Evaluation in the form of Risk-adjusted
Return on Capital (RAROC), and Economic Profit for shareholders can be obtained from notes to
financial statements for the period ended June 30, 2003 and the MD&A report for the year ended
December 31, 2002.




Consolidated Lending Portfolio - Profile

The Bank’s consolidated lending portfolio as of the end of June 2003 and end

of 2002 were as follows:

Consolidated Lending Portfolio

As of June 30,2003

Other Agricultural & Mining
5.50 % 341 %

Housing Loan
10.40 %

Utilities & Services
12.15%

Real Estate &

Construction
8.21%

Manufacturing & Commerce
60.33 %

As of December 31, 2002

Other Agricultural & Mining
7.41 % 3.33%
Housing Loan

8.34%

Ulilities & Services

12.49 %

Real Estate &

Construction
8.46 %

Manufacturing & Commerce
59.97 %

The Bank formally monitors its loan portfolios on a monthly basis, focusing
on the overall performance and each business group performance, in terms of growth
and quality. Normally, the Bank revises lending targets around the end of June to
reflect changes in economic circumstances, the Bank’s credit strategy and BoT
regulations.

e Non-performing Loans
As of June 30, 2003, the Bank’s NPLs (using the BoT’s new definition as in
BoT’s Notification dated January 16, 2003) stood at Baht 85,387 million, equal to



17.23 percent of the total outstanding credit (including financial institutions). The
amount decreased from Baht 91,172 million in the first quarter of 2003 and Baht
108,472 million in the same period in the previous year, accounting for 18.38 and
21.75 percent of the total outstanding credit (including financial institutions),
respectively. The Bank’s NPLs in the past five quarters (with historical NPLs restated
in accordance with the BoT’s new definition for comparison purposes) are shown in
the table below.

(Million Baht)
Quarter ended Jun30, Mar3l, Dec3l, Sept30, Jun30,
2003 2003 2002 2002 2002
NPLs at ending of the quarter 85,387 91,172 92,482 99,341 108,472
Percentage of total outstanding 17.23% - 18.38%  18.46%  20.08%  21.75%
credit (including financial
institutions)

Despite a drop in the Bank’s NPLs from the previous quarter, it is worth
noting that the Thai banking system continues to face challenges in solving NPL
problems. Total NPLs of the banking system as of the end of June 2003 were Baht
717,310 million, accounting for 16.79 percent of total outstanding credit (including
financial institution), decreasing from Baht 718,421 million at the end of March 2003,
or 16.74 percent of total outstanding credit (including financial institutions). In spite
of the decline from the previous quarter, NPLs as of end of the second quarter showed
an increase when compared to the level as of end of 2002, which stood at Baht
698,825 million, accounting for 16.47 percent of total outstanding credit (including
financial institution).

In the second quarter, the Bank entered into debt restructuring agreements
totaling Baht 20,502 million of pre-written-off outstanding credit, increasing over the
level in the previous quarter and the level in the same period last year. The details of
debt restructuring, losses from debt restructuring, and assets owned through debt
restructuring compared to the last four quarters are shown in the following table.

(Million Baht)
Quarter ended Jun 30, Mar31, Dec31, Sept30, Jun 30,
' 2003 2003 2002 2002 2002
Debt restructuring 20,502 17,603 13,117 10,597 12,677
Losses from debt restructuring 2,540 3,623 1,959 717 710

¢ Allowance for Doubtful Accounts

As of June 30, 2003, the Bank’s allowances for doubtful accounts stood at
Baht 53,083 million, decreasing by Baht 2,472 million from the previous quarter. The
amount accounted for 10.71 percent of total outstanding credit, which was equivalent
to 144.15 percent of the level required by the BoT. The percentage of allowances for
doubtful accounts to outstanding NPLs was 62.17 percent. Current allowances are
believed to be adequate to absorb potential losses from debt restructuring, relapses of
performing restructured loans, the depreciation in collateral value, as well as losses in
debt restructuring on borrowers whose accounts the Bank has transferred to the Thai



. Asset Management Corporation. The Bank’s allowances for doubtful accounts in the
past five quarters are shown in the table below.

(Million Baht)
Quarter ended Jun 30, Mar 31, Dec 31, Sept30, Jun 30,
2003 2003 2002 2002 2002
Allowance for doubtful accounts 53,083 55,554 59,013 61,057 61,462

Allowance as percentage of total 10.71% 11.20% 11.78% 12.34%  12.32%

outstanding credit

Allowance as percentage of 62.17% 60.93% 63.81% 61.46%  56.66%
NPLs

Note: For comparison purposes, the allowances for doubtful accounts of the quarter
ended June 30, 2002 and September 30, 2002 were restated in accordance with the
BoT’s new definition for NPLs, by adding back the amount of written-off doubtful
loans and allowance for doubtful loans.

o Foreclosed Properties

As of June 30, 2003, the Bank’s total book value of foreclosed properties was

Baht 14,569 million, accounting for 1.83 percent of the Bank’s total assets. This

- amount dropped from the first quarter and from the same period in the previous year,

as the value of foreclosed properties sold was higher than the value of foreclosed

properties acquired. The Bank’s foreclosed properties over the past five quarters and
the composition of its portfolio are shown below.

(Million Baht)

Quarter ended Jun 30, Mar31, Dec3l, Sept30, Jun30,
2003 2003 2002 2002 2002

Foreclosed properties at end of 14,569 14,599 15,103 14,866 15,151

the quarter

Percent of the Bank’s total 1.83% 1.88% 1.99% 1.94% 1.92%
assets

Allowances for impairment of 3,648 3,705 4,034 3,770 3,822
foreclosed properties

Percent of foreclosed properties 25.04%  25.38% 26.71% 25.36%  25.23%
Foreclosed properties sold 530 1,109 733 612 635
Losses from sales of foreclosed (55) (296) (104) (104) (108)
properties

Percent of foreclosed properties  10.38%  26.66%  14.22% 16.94%  17.03%
sold

As of June 30, 2003, allowances for impairment of foreclosed properties stood
at Baht 3,648 million, accounting for 25.04 percent of the book value of foreclosed
properties. This ratio dropped from 25.38 percent in the previous quarter. Current
allowances are believed to be sufficient to cover holding, maintenance and disposal
expenses, as well as losses on the liquidation of foreclosed properties.



o Phethai Asset Management Company Limited, and Ploy Asset
Management Company Limited *

As of June 30, 2003, Phethai AMC had resolved and/or restructured NPLs
amounting to Baht 30,058 million, or 46.42 percent of the total initial unpaid principal
~ balance, with an expected recovery rate of 59.00 percent. Ploy AMC had resolved
and/or restructured NPLs totaling Baht 27,183 million, or 65.99 percent of the total
initial unpaid principal balance, with an expected recovery rate of 75.00 percent. The
details of the NPL resolving and/or restructuring in the past five quarters are shown in
the table below.

(Million Baht)
Quarter ended Jun 30, Mar 31, Dec31, Sept30, Jun 30,
2003 2003 2002 2002 2002

Phethai Asset Management

Company Limited ‘

Cumulative loans 30,058 28,362 27,825 28,109 27,744
resolved/restructured

Percent of the total initial unpaid  46.42% 43.80% 42.97% 43.41% 42.84%
principal balance

Ploy Asset Management

Company Limited

Cumulative loans 27,183 27,055 26,365 24,637 22,568
resolved/restructured

Percent of the total initial unpaid  65.99% 65.68% 64.01% 60.00% 55.00%
. principal balance

a Other Risk Factors

* Risks from Guarantees and Avals

Certain transactions with customers are in the form of guarantees on borrowing or
performance, letters of credit, and avals on notes. Such transactions are considered by the
Bank as credit loans, which require submission of collateral. Regarding risk control in
this area, the Bank uses the same criteria as those used for the Bank’s normal credit
approval process. At the end of June 2003, the Bank’s contingent obligations were Baht
46,074 million, compared to Baht 44,128 million at the end of December 2002.

¢ Risks Incurred from Contractual Obligations of Derivative
Instruments '

The Bank acts as an intermediary in foreign exchange and derivative instrument
markets by making various forward exchange contracts and derivative instrument trading
contracts with financial institutions domestically and abroad, as part of the Bank’s risk
hedging services. The Bank’s policy provides that it does not enter into foreign exchange

* The details of the change in accounting procedures of AMCs can be obtained from the Regulatory
Changes section in chapter 1.



contracts or derivative transactions for speculation without a customer’s direct underlying
transaction. As of June 30, 2003, the Bank had foreign exchange contracts on the
purchase side of Baht 46,176 million, with Baht 183,139 million on the sales side,
compared to Baht 48,819 million and Baht 172,535 million, respectively, at the end of
2002. In addition, at the end of the second quarter, the Bank had interest rate contracts on
the purchase side of Baht 11,117 million and Baht 11,117 million on the sales side,

compared to Baht 11,559 million and Baht 11,559 million, respectively, at the end of
2002. ' '

o Risks Related to Capital Adequacy

As of June 30, 2003, the Bank’s capital adequacy ratio, including the risk assets of
- Phethai and Ploy AMCs, was at 13.87 percent, which is significantly above the BoT
requirement of 8.50 percent. The Bank also followed capital closely, as it could fluctuate
with the Bank’s operations.



S. Functional Groups

In order to operate efficiently, the Bank has developed several projects to
support overall performance. These projects focus on human resources, back office
reconfiguration, credit services, and information technology.

o Building for Higher Performance-based Effectiveness

Aiming to be a performance and competency based organization, the Bank has
adopted a systematic approach, which measures, collects, analyzes, and reviews staff
performance. During the second quarter of 2003, the Bank continued to implement
the PRO project (Performance, Reward, and Opportunity). In fact, the year 2003 will
be the first year that the Bank will have employed the performance management
system throughout an entire year, during the first half of which, the system was fine-

" tuned.

The Bank has also established a Competency Development Center (CDC) to
help improve employees’ competency and the Bank’s human resource development
database. The Bank is now in the process of conducting the Competency Gap
Analysis program, which will be employed at the organizational level down to
individual business units and departments. This program is expected to help to set
proper guidelines for training programs, which will help harmonize each employee’s
set goals with his/her performance. In addition, to prepare assessors for effective
annual performance evaluations, the Bank employs a Pre-rating program for
performance previews during the first half of the year. Employees having the same
level of responsibility and similar job descriptions are to be classified into 2 groups:
one group with outstanding performance and the other group with below-average
performance. The Bank has also informed the KASIKORNBANK Labor Union
about the framework of the performance evaluation and reward systems to foster
better understanding and drive employees to perform their best. As for the initiation
of new projects during the first half of 2003, the Bank is now in the process of
preparing employees with high potential and ability to be the successors for important
posts.

- @ Centralized Back Office Reconfiguration Project

Under the Centralized Back Office Project, some operations previously
processed at the Bank’s branches and the head office, such as clearing, cash
management, as well as deposits and payments, will be transferred to processing
centers located at Ratburana, Phaholyothin and Ramkamhaeng. This will enable
processing centers to support and standardize branch operations under the Service
Level Agreement (SLA).

During the second quarter, the Bank was in the process of planning to extend
bill sorting hours to a 24-hour schedule, in order to prepare for the BoT’s future
development of the cash management. The Bank is also now in the process of



examining the operations of regional branches that can also be centralized, for both

credit and operational tasks, as well as selecting proper centralizing models and
technology for operations.

0 Credit Services Unit & Centralized Lending Services Project:
CSU/CLS '

To centralize all post-approval processes and thus standardize and increase
service quality levels, the Credit Services Unit & Centralized Lending Services
program, under the Credit Transformation Project (CT), were established. During the
second half of 2003, the Credit Control Department has completed the transferal of all
rights and collateral documents to the CLS unit since April 2003, earlier than
previously planned for May. The transferred documents include business credit
documentation for Bangkok and the Metropolitan Region under the supervision of the
Business Retail Group, as well as customers of the Debt Restructuring Department
Recovery Network, for the recovery network in Bangkok and nationwide recovery
network. Since June 2, 2003, the Bank has been in the process of transferring
confracts and collateral documents for all business loans emanating from the sales and
service network in Bangkok and the Metropolitan Region as well. As of the end of
June 2003, the Bank had received documents accounting for 13 percent of all
customers and expects the process to be completed by the end of 2003. This
transferal of contracts and collateral documents is expected to help to confirm the
completeness and accuracy of the documents.

To improve the records and documentation system, since May 30, 2003, the
. Bank has implemented the Document and Collateral Control System (DCS), the first
phase of which has been completed. This system gathers credit approval documents,
main contracts, subcontracts, as well as collateral documents, before recording them
in the form of an image file. The Bank has implemented this system together with the
integration of documents from branches in Bangkok and the Metropolitan Region,
setting a target for 5 million files processed by mid-2004. In effect, this system will
help facilitate the Bank’s internal search and audit processes, as well as assist BoT
monitoring. It will also shorten the process of document acquisition, thereby fostering
the accuracy and security of the information, while reducing operational costs.

As for other new projects, the Bank continues to expand the CSU/CLS
concept, initiated in the first half, to upcountry branches. This will be carried out in
cooperation with upcountry branches under the name of the CBO Upcountry Project,
and is currently undergoing a feasibility study, for which results are expected soon.
Also, during the third quarter, the Bank will continue to develop the Document and
Collateral Control System (DCS) in the second phase, to be able to handle more tasks.
This second phase development is expected to be completed by the first quarter of
2004. To foster the Bank’s operations and competitiveness, the Bank also plans to
improve the Document Management System (DMS), to enable staff to prepare
documents ahead of the contract signing date and to facilitate on-the-spot contract

signing.

a IT Security Policy and Implementation
To ensure the security of customer information, the Bank has developed an IT
Security Policy and IT Implementation Project. During the second quarter, the Bank



and IBM (Thailand) Co., Ltd., have reviewed and discussed the security policy on
each party’s roles and duties, before agreeing to extend duties and responsibilities
from those specified in the contract signed during the first quarter. To ensure the
security of information usage, the Bank has organized training programs for new
staffs, while circulating articles and newsletters to keep staffs updated. The Bank has
also improved and standardized the Cash Connect and Internet Banking systems, as
well as extending the control network and the automatic virus protection system from
the headquarters to branches. As for the new projects initiated during the second

quarter, the Bank is currently undergoing a feasibility study regarding the extension of
~ the user administration system to more of the Bank’s main operating systems.

g IT Outsourcing

During the second quarter, the Bank’s IT operations continued to be provided
by IBM (Thailand) Company Limited. This IT outsourcing plan was initiated during
the first quarter and the transition was completed in June 2003, without any
degradation in performance. Technical transformations including Mainframe
Computer upgrading, Wide Area Network transformation, and Server consolidation
were started ahead of schedule.

At the same time, the Bank has developed an operational procedure manual to
ensure that IT operations comply with established standards and is ready for
inspection. The Bank has also established a Service Level Agreement (SLA) and
contingency plans to be ready in case of problems that could affect the Bank’s
services, together with a management report to support Management decision-
making. In addition, IBM has also applied a world-class standardization system to the
Bank’s services, aiming to promote greater efficiency in the development of the
operating system and to meet customers’ needs.



6. KASIKORNBANK’s

Associated Companies

Investments

in Subsidiary and

The Bank’s investments in subsidiary and associated companies as of June 30,
2003 are listed in the table below.

Details of Investments

Compary Name Place Typeof Business No.of No. of Shares Percentage  Typeof First Half 2003
Shares Hdd Hed(%) Shares Operating
Issued Performance
(Baht)

Investment in Asset Management Company
1. Phethai Asset Management Co., Ltd. Bangkok Services 800000000 799999993 9999  Ordinary 1390419258
(Formerly Thonburi Asset Management
Co., Ltd) ‘
Tel. 0-2694-5000 Fax. 0-2694-5202
2. Ploy Asset Management Co., Ltd. Bangkok Services 500000000 499999993 999  Ondnary 2,761,661,285
(Formerly Chanthaburi Asset
Management Co., Ltd.)
Tel. 0-2693-2020 Fax. 0-2693-2525
Investment in Strategic and Supportive Company
1. Kanpai Co., Ltd. Bangkok Services 200000 199993 999  Oxdinary 8273687
Tel. 0-2270-1261 Fax. 0-2270-1262
2. Progress Plus Co., Ltd. Bangkok Services 230000 20093 9%  Ordinary 7580997
Tel, 0-2270-1272 Fax. 0-2270-1273 .
3. Kasikom Factoring Co., Ltd. Bangkok Factoring 1,600,000 1599999 09 Oy 27760023
(Formerly Thai Farmers Heller :
Factoring Co., Ltd.)
Tel. 0-2290-2900 Fax. 0-2275-5165
4. Progress Land and Buildings Co., Bangkok  Real Estate 20000000 19999992 9999 Oxdinary 620,659
Ltd. Development
Tel. 0-2273-3884 Fax. 0-2273-3883
5. Kasikorn Research Center Co., Ltd.  Bangkok Services 100000 9993 999  Ordnary 3243042
(Formerly Thai Farmers Research
Center Co., Ltd.)
Tel. 0-2273-1874 Fax. 0-2270-1569
6. Progress Facilities Management Co., . Bangkok Services 50000 49993 999  Ondinary 3,167383
Ltd. ‘
Tel. 0-2273-3289-91 Fax. 0-2273-3292
7. Progress Management Co., Ltd. Bangkok Services 60000 50993 09  Ondinary 623,066
Tel. 0-2273-3880-2 Fax. 0-2273-3883
8. Progress Storage Co., Ltd. Bangkok Services 30,000 29993 998  Ondinary 3246671
Tel. 0-2273-3833 Fax. 0-2271-4784
9. Progress Service Co., Ltd. Bangkok Services 20000 19993 997  Ordmary 5976857
Tel. 0-2273-3293-4 Fax. 0-2273-3292
10. Progress Appraisal Co., Ltd. Bangkok Services 5,000 4992 984  Ondnary 9314364

Tel. 0-2273-3654-6 Fax. 0-2270-1051




Company Name Place Type of Business No.of No. of Shares Percentage  Typeof  First Half 2003
Shares Hedd © Held(%) Shares Operating
Isued Performance
(Bahf)
11. Kasikorn Asset Management Co.,  Bangkok Mutual Fund 2714274  193%4,156 7142  Oddinary 38550881
Ltd. Management

(Formerly Thai Farmers Asset
Management Co., Ltd.)
Tel. 0-2693-2300 Fax. 0-2693-2320

12. Progress Software Co., Ltd. Bangkok Services 100000 60000 6000  Oddirary 7673967
Tel. 0-2273-3829-30 Fax. 0-2270-1197

13. Thai Administration Services Co., ~ Bangkok Services 10,000,000 5099997 5100 Orndrary 12568446
Ltd.

Tel. 0-2670-9494 Fax. 0-2670-9499

14. Merrill Lynch Phatra Securities Bangkok Financial 250000000 12249993 4900 Omdmary 8624674

Co., Ltd. Institution

Tel. 0-2265-1000 Fax, 0-2275-0888

15. Processing Center Co., Ltd. Bangkok Services 100,000 30,000 3000 Oddimary 4232739
Tel. 0-2237-6330-4 Fax. 0-2634-3231 i )

16. N.C.Associate Co., Ltd. Bangkok Agro- 10,000 2823 2823 Ondwary 348206
Tel 0-2661-5200 Fax 0-2661-4136 Industry

17. Rural Capital Partners Co., Ltd. Bangkok Joint Venture 1,000,000 275000 2750  Oddimry 1,130,090
Tel 0-2318-3958 Fax 0-2319-5019

18. Progress Information Co., Ltd. Bangkok Services 1,000,000 200000 2000  Ordinary 609452)
Tel 0-2263-8050 Fax 0-2263-8051 .

19. M Grand Hotel Co., Ltd. Bangkok Hotel 100000000 20000000 2000 Ondmary (97277,143)
Tel 0-2617-1949 Fax 0-2617-1940-1

20. E.S.Industries Co., Ltd. Pathum Textiles 1,100,000 220000 2000  Ordmary -

Tel 0-2516-9124-8 Fax 0-2516-9202 Thani




AUDIT AND REVIEW REPORTS OF CERTIFIED PUBLIC ACCOUNTANT

To the Shareholders of KASIKORNBANK PUBLIC COMPANY LIMITED
(FORMERLY: THAI FARMERS BANK PUBLIC COMPANY LIMITED):

AUDIT REPORT OF CERTIFIED PUBLIC ACCOUNTANT

- I ‘have audited the accompanying consolidated balance sheets of KASIKORNBANK PUBLIC
COMPANY LIMITED and subsidiaries -as at June 30, 2003 and December 31, 2002 and the
consolidated statements of income, changes in shareholders’ equity and cash flows for each of the
six-month periods ended June 30, 2003 and 2002. T have also audited the balance sheets of
KASIKORNBANK PUBLIC COMPANY LIMITED as at June 30, 2003 and December 31, 2002 and
the statements of income, changes in shareholders’ equity and cash flows for each of the six-month
periods ended June 30, 2003 and 2002. The management of the KASIKORNBANK PUBLIC
COMPANY LIMITED are responsible for the correctness and completeness of the information

presented in these financial statements. My responsibility is to express an opinion on these financial

statements based on my audits.

I conducted my audits in accordance with generally accepted auditing standards. Those standards
require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing

the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation, I believe that my audits provide a reasonable basis for my

opinion,



In my opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of KASIKORNBANK PUBLIC COMPANY LIMITED and
subsidiaries as at June 30, 2003 and December 31, 2002 and the consolidated results of their
‘ operations and cash flows for each of the six-month periods ended June 30, 2003 and 2002, and the
separate financial position and the results of operations and cash flows of KASIKORNBANK
PUBLIC COMPANY LIMITED for the same period, in conformity with generally accepted

accounting principles.

Without qualifying my opinion, I draw attention to Note 4.30 to the financial statements. In the
accounting period 2003, the asset management subsidiaries changed their accounting procedure in
relation to the transfer of .ﬁnancial assets to comply with the Bank of Thailand’s notification, dated
December 3, 2002, “Re : Accounting procedures regarding purchasing or taking of transfer of loan
debtors and supervision guidelines”, which is applicable to financial statements for accounting

periods ended on or after December 31, 2003 onwards.

REVIEW REPORT OF CERTIFIED PUBLIC ACCOUNTANT

I have reviewed the accompanying consolidated statement of income of KASIKORNBANK PUBLIC
- COMPANY LIMITED and subsidiaries and the statement of income of KASIKORNBANK PUBLIC
COMPANY LIMITED for the three-month period ended June 30, 2003 and 2002. The management
of KASIKORNBANK PUBLIC COMPANY LIMITED are responsible for the correctness and
completeness of the information presented in these financial statements. My responsibility is to issue

a report on these financial statements based on my reviews.

I cdnducted my reviews in accordance with the standard on auditing applicable to review
engagements. This standard requires that I plan and perform the review to obtain moderate assurance
as to whether the financial statements are free of material misstatement. A review is limited primarily
to inquiries of Bank personnel and analytical procedures applied to financial data and thus provides
less assurance than an audit in accordance with generally accepted auditing standards. Accordingly, I

do not express an audit opinion on the reviewed financial statements.

Based on my reviews, nothing has come to my attention that causes me to believe that the
accompanying financial statements are not presented fairly, in all material respects, in accordance

with generally accepted accounting principles.




I draw attention to Note 4.30 to the financial statements. In the accounting period 2003, the asset
management subsidiaries changed their accounting procedure in relation to the transfer of financial
assets to comply with the Bank of Thailand’s notification, dated December 3, 2002, “Re : Accounﬁng
procedures regarding purchasing or taking of transfer of loan debtors and supervision guidelines”,
which is applicable to financial statements for  accounting periods ended on or after December 31,
2003 onwards.

Supot Singhasaneh
Certified Public Accountant
Registration No. 2826

KPMG Phoomchai Audit Ltd.
Bangkok
August 19, 2003



KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES
(FORMERLY: THAI FARMERS BANK PUBLIC COMPANY LIMITED)
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KASIKORNBANK PUBLIC COMPANY LTMITED AND SUBSIDIARIES

(FORMERLY: THAT FARMERS BANK PUBLIC COMPANY LIMITED)

ASSETS
Cash
Interbank and money market itcms (Note 4.2)
Domestic jtems
Interest bearing
Non-intcrest bearing
Forcign itcms
Tnterest bearing
Non-intcrest bearing
Total Interbank and Moncy Market Ttems - nct
Sccuritics purchascd under resale agreements (Note 4.3)
Tavestments (Notes 3.4, 4.4 and 4.25)
Current investments - net
Long-term investments - nct
Investments in subsidiarics and associated companies - net
Total Investments - net
Loans and accrucd interest reccivables (Note 4.5)
Loans (Notcs 3.5, 3.7 and 4.6)
Accrucd intcrest receivables
Total Loans and Accrucd Interest Reccivables
Less Allowance for doubtful accounts (Notes 3.6 and 4.7)
Less Revaluation allowance for debt restructuring (Notes 3.7 and 4.8)
Less Nommalized provisioning (Notes 3.8 and 4.9)
Total Loans and Accrucd Interest Receivables - net
Propertics forcclosed - net (Note 3.9 and 4.10)
Customers' liability under acceptances
Premiscs and cquipment - nct (Note 3.10 and 4.12)
Deferred tax asscts (Notcs 3.11 and 4.13)
Accrued income receivables
Forward cxchange contract revaluation
Othcr asscts - net (Note 3.16)

Total Asscts

BALANCE SHEETS

Baht
Consolidated The Bank
Junc 30, 2003 Dceember 31, 2002 Junc 30, 2003 Dccember 31, 2002

9,051,214,093 9,764,205,922 9,051,077,053 9,764,122,408
111,572,476 3,457,672,905 59,441,160 3,385,334,110
3,636,110,523 4,489,524,682 3,649,911,934 4,494,663,469
93,222,337,038 86,532,213,914 93,222,337,038 86,532,213,914
181,253,062 360,919,334 181,253,062 360,919,334
97,151,273,099 94,840,330,835 97,112,943,194 94,773,130,827
50,000,000,000 18,400,000,000 50,000,000,000 18,400,000,000
70,866,393,719 72,699,392,490 70,569,919,115 72,310,121,354
80,353,116,321 90,884,228,616 74,295,813,493 79,212,635,427
1,287,709,712 1,280,376,526 11,627,747,161 7,245,945,739
152,507,219,752 164,863,997,632 156,493,479,769 158,768,702,520
514,838,442,665 506,202,917,373 494,237,941,062 496,525,046,751
3,311,177,432 3,410,052,280 1,660,061,818 1,934,392,812
518,149,620,097 509,612,969,653 495,898,002,880 498,459,439,563
(68,411,354,231) (76,949,724,803) (47,857,242,049) (54,919,551,503)

(5,131,373,481)

(2,755,014,099)

(3,431,388,030)

(2,647,233,500)

(1,200,000,000) (800,000,000) (1,200,000,000) (800,000,000)
443,406,892,385 429,108,230,751 443,409,372,801 440,092,254,560
14,772,035,272 15,686,828,304 10,921,083,993 11,068,607,580
565,011,557 597,096,484 565,011,557 597,096,484

22,363,616,737

22,394,500,475

21,784,151,618

21,801,037,448

43,374,017 14,338,255 - -
1,958,817,128 1,949,493,103 1,902,611,753 1,883,698,624
1,857,970,105 745,642,925 1,857,970,105 745,642,925
3,794,655,348 3,017,408,434 3,411,507,570 2,807,958,299

791,472,079,493 760,782,073,120 796,509,209,413 760,702,251,675

Pol.Gen. Pow Sarasin

Vice Chairman

Banthoon Lamsam

President



KASTKORNBANK PUBLIC COMPANY LTMITED AND SUBSIDTARIES

(FORMERLY: THAT FARMERS BANK PUBLIC COMPANY LIMITED)

BALANCE SHEETS
Baht
Consolidated The Bank
June 30, 2003 December 31, 2002 Junc 30, 2003 December 31, 2002
~ LIABILITIES AND SHAREHOLDERS' EQUITY
Dcposits (Notc 4.14)
Dcposits in baht 674,918,498,800 649,141,061,291 675,408,441,270 649,748,041,873
Deposits in forcign currencics 2,735,739,679 2,252,107,009 2,735,739,679 2,252,107,009
Total Deposits 671,654,238,479 651,393,168,300 678,144,180,949 652,000,148,882
Tntcrbank and moncy markct itcms (Note 4,15) .
Domestic items
Tnterest bearing 3,677,138,576 3,461,073,197 2,741,138,576 3,461,073,197
Non-intcrest bearing 1,646,773,292 1,788,470,188 1,646,773,292 1,788,470,188
Forcign items
Taterest bearing 350,488,074 258,049,516 350,488,074 258,049,517
Non-intcrest bearing 186,796,374 v185,799,516 186,796,374 185,799,516
Total Intcrbank and Moncy Market Ttems 5,861,196,316 5,693,392,417 4,931,196,316 5,693,392,418
Liability payable on demand 3,381,499,34‘7 3,422,940,129 3,381,499,347 3,422,940,129
Borrowings
Long-term borrowings (Notes 4.16 4.17 and 4.18) 48,321,134,767 48,555,964,110 48,321,134,767 48,555,994,110
Total Borrowings 48,321,134,767 48,555,994,110 48,321,134,767 48,555,994,110
Bank's liability under acecptances 565,011,557 597,096,484 565,011,557 597,096,484
Deferrcd tax liabilitics (Notes 3.11 and 4.13) 4,099,382,865 4,062,196,493 4,099,382,865 4,062,196,493
Forward cxchange contract revaluation 868,873,729 1,625,905,192 868,873,729 1,625,905,192
Acérucd intcrest payables ) 2,889,418,870 3,030,042,472 2,889,418,870 3,030,042,472
Other liabilitics 7,091,682,125 6,955,923,242 6,903,111,630 6,639,519,926
Total Liabilitics 750,732,438,055 725,336,658,839 750,103,810,030 725,627,236,106




KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES
(FORMERLY: THAT FARMERS BANK PUBLIC COMPANY LIMITED)

BALANCE SHEETS
Baht
Consolidated The Bank
June 30, 2003 Dceember 31, 2002 June 30, 2003 December 31, 2002
Sharcholders' equity
Sharc capital (Notc 4.18)
Authorized share capital
547,345 class A preferred sharcs, Baht 10 par valuc 5,473,450 5,473,450 5,473,450 5,473,450
2,689,547,345 ordinary sharcs, Baht 10 par valuc 26,895,473,450 26,895,473,450 26,895,473,450 26,895,473,450
'Issuc:d and fully paid-up sharc capital
547,345 class A preferred sharcs, Baht 10 par valuc 5,473,450 5,473,450 5,473,450 5,473,450
2,352,547,372 ordinary sharcs, Baht 10 par value 23,525,473,720 23,525,473,720 23,525,473,720 23,525,473,720
Premium on share capital
Premium on preferred shares (Note 4.18) 27,367,250 27,367,250 27,367,250 27,367,250
Prcmium on ordinary sharcs 49,478,139,190 49,478,139,1%0 49,478,139,190 49,478,139,190
Premium on cxpired warrants (Notc 4.17) 5,520,432,199 5,520,432,199 5,520,432,199 5,520,432,199
Appraisal surplus on assct revaluation (Notes 3.10 and 4.12) 6,310,413,992 6,367,116,973 6,310,413,992 6,367,116,973
Revaluation surplus (deficit) on investments (Notes 3.4 and 4.4) 3,219,982,996 2,773,163,462 3,219,982,996 2,773,163,462
Retaincd carnings (deficit)
Appropriatcd
Legal reserve (Notc 4.20) 800,000,000 800,000,000 800,000,000 800,000,000
Other reserves (Notc 4.21) 26,675,300,000 26,675,300,000 26,675,300,000 26,675,300,000
Unappropriated (deficit) (69,157,183,414) (80,097,450,675) (69,157,183,414) (80,097,450,675)
46,405,399,383 35,075,015,569 46,405,399,383 35,075,015,569
Minority intcrests 334,242,055 370,398,712 - -
Total Sharcholders' Bquity 46,739,641,438 35,445,414,28] 46,405,399,383 35,075,015,569
Total Ligbilitics and Sharcholders’ Equity 797,472,079,493 760,782,073,120 796,509,209,413 760,702,251,675
Off-balance sheet items - contingencics (Notc 4.26)
Aval to bills and guarantces of loans 6,554,412,612 6,591,460,563 6,554,412,612 6,591,460,563
Liability under unmaturcd import bills 2,752,378,236 2,632,020,016 2,752,378,236 2,632,020,016
Letters of credit 10,219,977,142 8,875,631,993 10,219,977,142 8,875,631,993
Other contingencics 388,836,436,207 380,115,61%,710 388,791,084,335 380,115,619,710




KASTKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDTARIES
(FORMERLY: THAI FARMERS BANK PUBLTC COMPANY LIMITED)

STATEMENTS OF INCOME
FOR THE THREE-MONTH PERIODS ENDED JUNE 30, 2003 AND 2002
(Unaudited)
(Reviewed)
Baht
Consolidatcd . The Bank
2003 2002 2003 2002
Interest and dividend income (Notes 3.2 and 3.4)
Loans A 6,740,572,385 6,294,035,213 6,189,506,974 6,090,168,999
Tnterbank and moncy market items 651,600,619 939,648,688 650,776,254 940,659,442
Investments 881,021,572 1,432,909,658 1,182,518,659% 1,202,009,707
Total Tntercst and Dividend Income 8,275,194,576 8,666,593,559 8,022,801,887 8,232,838,148
Tnterest cxpense (Note 3.3)
Deposits . 2,164,313,514 3,047,455,972 2,164,313,514 3,047,455,972
Interbank and moncy market items . 61,424,921 73,840,784 49,939,156 75281297
Long-term barrowings 1,282,783,220 1,276,093,299 1,282,783,220 1.276,093,299
Total Interest Expense 3,508,521,655 4,397,390,055 3,497,035,890 4,398,836,568
Netincome from interest and dividend 4,766,672,921 4,269,203,504 4,525,765,997 3,834,001,580
Bad debt and doubtful accounts (reversal) (Notes 3.6 and 4.22} (3,524,907,840) 307,940,167 (2.472,028,766) 319,200,726
Loss on debt restructuring (revensal) (Notes 3.7 and 4.23) 2,889,325,994 (212,069,267) 2,472,028,766 (319,200,726)
Normalized provisions (Notes 3.8 and 4.9) 200,000,000 400,000,000 200,000,000 400,000,000
Net incomne from interest end dividend afier bad debt
and doubtfil eccounts and loss on debt restructering and normalized provigions 5,202,254,767 3,773,332,604 4,325,765,997 3,434,001,580
‘Non-intcrest income
Gain on investments (Notes 3.4 and 4.4) 1,795,304,05% 654,304,807 1,481,533,466 159,221,952
Gain on transfer of financial assets (Notes 3.4 and 4.30) 2,950,355,925 - - -
Sharc of profit from investments on equity method (thc 34) 36,757,834 25,537,796 4,108,211,822 ) 601,432,883
Fees and service income
Accep aval and g 115,529,638 143,547,302 115,529,638 143,547,302
Others 1,426,953,656 1,388,068,205 1,314,448,294 1,260,793,514
Gain on exchanges (Note 3.12) 565,210,660 359,610,194 565,210,660 359,610,194
Other income 283,508,761 144,791,489 232,254,230 140,877,396
Total Non-intercst Tneome 7,173,620,533 2,755,859,793 7,817,188110 2,665,483,241
Non-interest expenscs
Personncl cxpensces 1,317,410,202 1,325,496,110 1,266,057,042 1,287,174,843
Premises and cquipment cxpenscs (Notes 3.10 and 4.12) 854,139,885 1,008,525,082 830,122,172 991,255,803
Taxcs and dutics ’ 300,396,232 449,059,799 293,222,349 436,103,601
Fecs and service cxpenscs 510,044,063 522,207,192 418,454,998 345,833,849
Directors' remuneration . 13,536,484 13,178,73% 11,886,484 11,848,739
Loss on impai of properties foreclosed (Note 3.9) . 64,958,660 136,194,976 59,801,364 58,780,270
Contributions to Financial Instritutions Development Fund 662,686,345 676,402,566 662,686,345 676,402,565
Other expenses 410,715,897 491,253,802 378,165,547 406,983,968
Total Non-interest Expenscs 4,133,887,768 4,622,318,266 3,920,396,301 4,214,383,618
Tncome before income tax 8,241,987,532 1,906,874,131 8,222,557,806 1,885,101,183
Income tax expense (Notes 3.11 and 4.24) 845,286 (21,137,649) (13,041,973) (34,352,072)
Net incomic before minority interests 8,241,142,246 1,928,011,780 8,235,599,779 1,919,453,255
Minority interests in net income (5,542,467) (8,558,525) . -
Net income 8235,599,779 1,919,453,255 8,235,599,779 1,519,453,255
Basic camings per sharc (Note 3.17) 150 0.82 3.50 0.82
Number of the weighted average number of ordinary sharcs (shares) 2,352,547,372 2,352,547,372 2,352,547.372 2,352,547372
Pol.Gen. Pow Sarasin Banthoon Lamsam

Vice Chairman President



KASTKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDTARIES
(FORMERLY: THAI FARMERS BANK PUBLIC COMPANY LIMITED)

STATEMENTS OF INCOME

FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2003 AND 2002

Interest and dividend income (Notes 3.2 and 3.4)

Loans

Tnterbank and moncy market items

Tnvestments

Total Interest and Dividend Income

Tnterest cxpense (Note 3.3)

Deposits

Tnterbank and moncy market itemns

Long-term borrowings

Total Intercst Expense
Nct income from interest and dividend
Bad debt and doubtful accounts (reversal) (Notes 3.6 and 4.22)
Loss on debt restructuring (Notes 3.7 and 4.23)
Nommalized provisions (Notes 3.8 and 4.9)
Net income from intcrest and dividl:nd after bad debt and doubtful accounts,
loss on debt restructuring and normalized provisions

Non-interest income

Gain on investments (Notcs 3.4 and 4.4)

Gain on transfer of financia) asscts (Notes 3.4 and 4.30)

Share of profit from investments on equity method (Note 3.4)

Fees and scrvice income

Accer aval and g
Others
Gain on exchanges (Note 3.12)
Other income
Total Non-interest Tncome
‘Non-interest expenses
Personnc! cxpenscs
Premiscs and cquipment cxpenscs (Notes 3.10 and 4.12)
“Taxcs and dutics
Fecs and service expenscs
Directors’ remuncration

Loss on impairment of propertics foreclosed (Note 3.9)

Centributions to Financial Tostitutions Development Fund
Other expenscs
Total Non-intcrest Expenses

Tncome before income tax
Tncome tax expensc (Notes 3.11 and 4.24)
Net incomge before minority intcrests
Minority interests in net income
Net income
Basic camings per share (Note 3.17)
Number of (he weighted average number of ordinary shares (sharcs)

Baht
Consolidated The Bank
2003 2002 2003 2002
12,958,360,052 12,805,822,815 12,237,279,971 12,457,529.303
1,269,856,334 2,007,652,642 1,268,383,568 2,005,973,166
2,371,379,960 3,068,744,697 2,366,832,045 2,432411,954
16,599,596,346 17,882,220,154 15,872,495,584 16,895,914,443
4,620,269,926 6,262,185,655 4,620,269,926 6,262,185,655
128,746,557 193,648,571 113,649,528 193,648,571
2,560,288,283 2,556,229,510 2,560,288,283 2,556,229,510
7,309,304,766 9,012,063,736 7,294,207,737 9,012,063,736
9,290,291,580 8,870,156,418 8,578,287,847 7.883,850,707
(6,962,343,944) (917,693,073) (5.949,071,183) (875,911,153)
6,441,848,951 1,262,298,083 5,949,071,183 875,911,153
400,000,000 400,000,000 400,000,000 400,000,000
9,410,786,573 8,125,551,408 8,178,287,847 7,483,850,707
2,1135,640,355 971,018,140 1,911,788,391 714,565,332
2,950,355,925 - - -
32,106,937 21,603,910 4,253,795,047 431,755,465
253,872,531 290,953,437 253,872,531 290,953,437
2,861,026,178 2,860,157,175 2,649,515,600 2,609,362,409
1,078,541,8%2 561,224,704 1,078,541,892 561,224,704
486,102,225 304,792,203 416,801,778 288,332,348
9,797,646,043 5,009,749,569 10,564,315,239 4,896,197,695
2,586,570,620 2,639,168,191 2,493,731,266 2,562,556,877
1,650,730,134 1,795,623,059 1,605,102,889 1,760,065,511
605,724,830 877,524,065 591,301,924 856,282,276
1,180,234,33% 1,022,677,359 962,208,535 692,584,938
28,055,468 22,385,146 23,772,968 18,722,646
159,927,886 180,893,390 152,678,666 99,239,236
1,325,372,689 1,352,805,131 1,325,372,689 1,352,805,131
777,000,178 1,410,286,986 729,171,147 1,241,689,514
8,313,616,144 9,301,363,327 7,883,340,084 8,583,946,129
10,894,816,472 3,833,937,650 10,859,263,002 3,796,102,273
72,129 (21,397,591 (24,301,278) (46,045,655}
10,854,744,343 3,855,335,241 10,883,564,280 3,842,147,928
(11,180,063) (13,187,313} - -
10,883,564,280 1,842,147,928 10,883,564,280 3,842,147,928
4.63 1.63 4.63 1.63
2,352,547372 2,352,547372 2,352,547,372 2,352,547372

Pol.Gen. Pow Sarasin

Viee Chairman

Banthoon Lamsam

President



KASIKORNBANK PUBUIC COMPANY LIMITED AND SUBSIDIARIES
{FORMERLY: THAI FARMERS BANK PUBLIC COMPANY LIMITED)
STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2003 AND 2002

Baht
Consolidated
{ssucd and Fally Preminm on Premium on Approisst Revatuation Sumtus Ocficit Minority Totad
Paid-up Share Sharc Cepitwl Expired Surplus on Assct (Deficit) on intcrests
Copitel Warmnnts Rovatuation investments

Beginning balance os at Occember 31, 2001 23,530,947,170 44,505,506,440 5,520,432, 19% 6,515,961,788 1,524,876,723 (59,526,181,183) 368,688,967 27,440,232,002
Appraisal sarphas on asset revaluation - - - (86,033,740) - 129,916,516 .- 41,882,776
Revahustion sumplus (defieit) on investments - - - . (4),8%4,248) . - (4),884,248)

Net gain (loss) not recognised in the statement of income - - - ( Hﬁ,l)]],mn (41,884,245) 129,816,516 . 1,998,528
Net income - - - - . 3,842,147.924 - 3.842,147,928
Minority interests. ‘ - - - - - (8,198434) (8,198,434)
Ending balance as at June 30, 2002 23,530,947,t70 49,505,506,440 5,520,432,199 6,429,928,048 1,482,992,475 85,554,116,741) 360,490,533 31,276,180,124
Beginning batance as at Docernber 31, 2002 23,330,%47,170 49,503,506,440 5,520,432,19% 6,367,116,973 2,773,163,462 (52,622,150,675) 370,394,712 35,445,414,281
Approisal surplus an omct revghuation - - - (36,702,981) - 56,702,981 - -
Revahation surptas (deficit) on mvestnents - - . - 446,815,534 - . 346,819,534

Net gain (loss) not recegnised in the statement of income - - - (56,702,981} 446,819,534 36,702,981 - 446,819,534
Nct income . - - - - 10,883,564,280 - 10,883,564,280
Minority intcrosts - - - - - - (36,156,657) (36,156,657}
Ending balance es at June 30, 2003 23,530,%47,170 49,305,506,440 5,520,432,1%9 6,310,413,992 3,219,982,996 {41,681,883,414) 334,242,088 46,7349,641,438

The sccomnanying notes are an intceral nart of these financial statermnents.




Beginning bakince as at December 31, 2001
Appraissl surphis on asset revabantion
Revahation surptus {deficit) on invesments
Net gain (loss) not recognised in the stotement of income
Nct income

Cading balance as ot Junc 30, 2002

Bcgfnning t;nlancc 8s at December 3, 2002
Appraisal sumius on axset rovalustion
Revaloation surphus (deficit) on investments
Net gain (loss) ot recognised in the statement of income
Net income

Ending batanee as et June 30, 2003

KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES

{FORMERLY: THAI FARMERS BANK PUBLIC COMPANY LIMITED)

STATEMENTS OF CHANGE {N SHAREHOLDERS' EQUITY
FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2003 AND 2002

Baht
The Bank
[ssued and Fally Premium on Premium on Approisat Revolugtion Suphus Decficit Tota
Poid-up Share Share Capitat Cxpircd Surptus on Assct (Deficit} on
Copital Warrants Revoluation Envestments
23,530.947,170  49,508,506,440 5,520,432,199 6,515,961,788 1,524,876,723 (59,526,181,188)  27,071,543,133
. .- .- {86,0133,740) . 129,916,516 43,882,776
- - - - (41,884,248) - (41,884,248)
- - - (86,033,740) (41,884,248) 129,946,516 1,998,528
. - - - - 3.842,147,928 3,842,147,928
23,530,947,170 49,505,506,440 5,520,432,199 6,629,928,048 1,482,992478 (55,554,116,741)  30.915,689,591

23,530,947,170 49,505,506,440) 5,520,432,499 6,367,116,973 2773,163462  {52622,150,675)  35.078,045.569
- (56,702,981) - 56,702,981 -

- - - - 446,819,534 . 446,815,534

- - . (56,762,981) 446,819,534 56,702,981 446,819,534

. - - - - 10,883,564280  10,853,564,250

23530947,170  49,505,506,440  5,520,432,199 6,310,413,992 321998299  (41,681,883,414)  86,403,394,383




KASTKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDTARIES
(FORMERLY: THAT FARMERS BANK PUBLIC COMPANY LIMITED)
STATEMENTS OF CASH FLOWS
FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2003 AND 2002

Baht
Consolidated The Bank
2003 2002 2003 2002
CASITFLOWS FROM OPERATING ACTTVITIES
Net income 10,883,564,280 3,842,147,928 10,883,564,280 3,842,147,928
Add(Less) Adjustments to reconeile net income to net
cash from operating activitics
Depreciation and amortization 775,898,281 850,803,453 756,732,073 834,604,500
Bad dcebt and doubtful accounts (rcvc}nal) (6,962,343,944) (917,693,073) (5,949,071,183) (875,911,153)
Loss on debt restructuring 6,441,848,951 1,262,298,083 5,949,071,183 875,911,153
Normalized provisions 400,000,000 400,000,000 400,000,000 400,000,000
Tnterest income from amortization of revaluation all for debt ing } (1,031,686,742) (358,951,617 (437,945,539) (250,014,082)
Tnterest income from amortization of revaluation allowance for investment in reccivables - (34,734,698) - -
(Gain) loss on revaluation of investments (14,869,786) 3,537,889 (14,869,786) 3,537,889
(Reversal) 1033 on impainnent of investments . . (546,438,923) 301,187,316 (430,387,478) {117,671,550)
Ameortization of excess of fair value of assets acquired
over cost of investment in subsidiary (5,660,511} (6,268,497 . -
Gain on disposal of securitics for investments (1,485,668,766) (1,320,784,560) (1,377,534,232) (645,476,846)
A ization of | um and di on debt instruments 544,869,794 457,534,726 543,117,403 456,329,454
Loss on impairment of forcclosed propertics 159,927,386 180,893,390 152,678,666 99,239,236
Loss (reversal) on impairment of other asscts 6,550,321 83,582,994 74,243,185 (484.065)
Loss (gain) on disposal of premiscs end equi 1,898,701 (2,835,008} (1,225,406) (3,553,805)
Revesal on i i of 1 iscs and cquit (10,190,510) (4,034,538) (4,996,762) (2,769,222)
Gain on transfer of financial asscts (2,950,355,925) - - -
Sharc of profit from investments on cquity method (32,106,937) (21,603,910} (4,253,795,04M) (431,755,465}
Dividend income from subsidiarics and iated pani 57,483,945 34,163,248 175,788,296 97,582,138
Deferred income tax ‘ (27,183,522) (45,623,484) (24,301,278) (46,045,655}
Amortization of discount on debenturcs 2,130,956 2,159,751 2,130,956 2,159,751
Decrease in accrucd interest receivables 98,874,848 542,482,298 274,330,995 180,668,315
Deerease in other acerued income (9,324,025} {160,948,416) (18,913,129) (174,585,651}
Increasc in accrucd interest payables (140,623,602) (131,484,391} (140,623,602) (131,484,391)
Decrease in other acerued cxpenses (325,464,041) {5,988,529) (221,279,713) (302,614)
Decreasc (increase) in other reserves (80,000,000) 590,000,000 (80,000,000) 590,000,000
Minority interests in net income ) 11,180,063 13,187,313 - -
Net income from operations before changes in opcrating
assets and liebiliﬁg 5,762,310,792 5,553,027,668 6,256,913,882 4,702,125,865
(Increase) decreasc in operating assets
Intcrbank and moncy market items (asscts) (2,255,541,980) 5,275,230,224 (2,288,474.817) 4,901,925,813
Securitics purchascd under resale agrecments (31,600,000,000)  (13,500,000,000)  (31,600,000,608)  (13,500,000,000)
Tnvestment for trading 2,622,696,346 (2,869,845,606) 2,622,696,346 (2,869,845,606)
Loans (6,309,673,690) 6.587,664,611 (4,679,239,715) 8,287,988,998
Propertics foreclosed 1,879,172,115 877,506,633 1,055,692,698 B18,965,978

Other asscts (1,889,594,657) (4,023,434,956) (1,802,267,378) (3,980,588,125)



KASTKORNBANK PUBLIC COMPANY LIMITED AND SUBSTDIARIES
(FORMERLY: THAT FARMERS BANK PUBLTC COMPANY LIMITED)

STATEMENTS OF CASH FLOWS

FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2003 AND 2002

T (d ) in of ing liabilitics
Deposits
Tnterbank and moncy market itoms (tiabilitics)
Liabilitice payable on demand
Sccuritics sold under repurchase agreements
Other liabilitics
Net Cash (Used in) Provided by Operating Activitics
CASITFLOWS FROM INVESTING ACTIVITTES
Proceeds from disposal of available for salc imvestments
Proceeds from redemption of held to maturity debt instruments
Proceeds from disposal of gencral investments
Purchasc of available for salc investments
Purchase of held to maturity debt instruments
Purchasc of gencral investments
Purchase of investment in a subsidiary
‘Procecds from disposal of premiscs and

Purchasc of premises and equipment
Net Cash Provided by (Used in) Investing Activitics
CASIT FLOWS FROM FINANCING ACTTVITIES
Dividend paid to minority interests
Net Cesh Uscd in Financing Activities
Net deercase in cash and cash cquivalents
Cash and cash cquivalents at beginning of the period (Notes 3.1 and 4.1)
Cash and cash cquivalents at end of the period (Notes 3.1 and 4.1)

SUPPLEMENTAL DISCLOSURES OF CASTI FLOWS INFORMATION
Cash paid during the period
Tnterest expensc

Income tax

Baht
Consolidated The Bank
2003 2002 2003 2002
’ 26,261,070,179 14,328,021,057 26,144,032,067 14,521,569,219
(796,196,101) (4,148,919,200) (762,196,102) (4,153,706,468)
(41,440,782) (773,592,970) (41,440,782) (773,592,970}
- 10,000,000 - 10,000,000
(451,120,082} (444,027,560) (409,136,952) (431,942,028)
(6,818,317,860) 6,871,629,801 (5,503,420,753) 7,532,900,676
18,887,139,098 28,622,850,021 18,883,582,297 28,583,150,361
35,993,370,961 10,477,815,258 35,523,370,91 10,477,815,258
1,471,473,282 1,030,784,578 259,798,209 2,548,963
(29,380,982,056) {38,620,586,901)  (29,379,362,055) (38,620,586,901)
(19,380,530,738) (9,171,519,594)  (19,004,677,088) (8,793,623,100)
(465,707,021) (109,718,046) (520,101,896} (109,718,046)
(212,456,000) - (212,480,000) -
14,340,412 11,196,839 2,359.1 8,7 11,900,343
(773,985,187) (815,772,236) (762,114.217) (813,057,821)
6,152,662,751 (8,574,950,081) 4,790,375398 (5,261,570,943)
(47,336,720) (25,375,586) - .
{47,336,720) {25,375,586) - -
(712,991,829) { 1,728,695,866) (713,045,355) (1,728,670,267}
9,764,205,922 12,142,514,382 9,764,122,408 12,142,412,382
9,051,214,093 10,413,818,516 9,051,077,083 10,413,742,115
7,449,928 368 9,143,548,127 7,434,831339 9,143,548,127
93,413,785 27,071,645 62,084,780 13,598,391
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KASIKORNBANK PUBLIC COMPANY LIMITED AND SUBSIDIARIES
(FORMERLY: THAI FARMERS BANK PUBLIC COMPANY LIMITED)
NOTES TO INTERIM FINANCIAL STATEMENTS
FOR THE SIX - MONTH PERIODS ENDED JUNE 30,2003 AND 2002 (AUDITED)
FOR THE YEAR ENDED DECEMBER 31,2002 (AUDITED)

FOR THE THREE - MONTH PERIODS ENDED JUNE 30,2003 AND 2002 (REVIEWED)

GENERAL INFORMATION

KASIKORNBANK PUBLIC COMPANY LIMITED (“the Bank") is a public company registered in the Kingdom of
Thailand with its head office located at 1 Soi Kasikornthai, Ratburana Road, Bangkok. The Bank's main business is
commercial banking and the Bank conducts its businesses through a network of branches covering all parts of
Thailand and some major parts of the world. As at June 30, 2003 and December 31, 2002, the Bank had total staffing
0f 9,733 and 9,664 persons, respectively.

The Bank registered to change it's name to “KASIKORNBANK PUBLIC COMPANY LIMITED" with the Ministry
of Commerce on April 8, 2003.

BASIS OF FINANCIAL STATEMENT PRESENTATION AND ECONOMIC ENVIRONMENT

The consolidated and the Bank only financial statements are prepared in accordance with the regulation of the Stock
Exchange of Thailand (SET) dated November 22, 1999, regarding the “Preparation and Filing of Financial Statements
and Reports Concerning the Financial Status and Result of Business Operations of Listed Companies” (B.E. 2542),
and with the Bank of Thailand (BoT) directive dated May 10, 2001, prescribing the forms of balance sheets and the
profit and loss accounts of commercial banks; and in conformity with generally accepted accounting principles in
Thailand.

The interim financial statements are presented in accordance with the Thai Accounting Standard No.41, regarding the
Interim Financial Statements, and have been prepared for providing an update on the financial statements for the year
ended December 31, 2002. They focus on new activities, events and circumstances to avoid repetition of information
previously reported. Accordingly, these interim financial statements, should be read in conjunction with the financial

statements for the year ended December 31, 2002.

As required by Thai law and specific regulatory requirements, the Bank's financial statements have been prepared in

the Thai Janguage. They have been translated into English here for the convenience of the reader.
The Consolidated financial statements consist of KASIKORNBANK PUBLIC COMPANY LIMITED's financial
statements and the following subsidiaries’ financial statements:

% Shareholding
June 30, 2003 December 31, 2002

Phethai Asset Management Co., Ltd. (“Phethai-AMC") 99.99 99.99
Ploy Asset Management Co., Ltd. (“Ploy-AMC") 99.99 99.99
Progress Land and Buildings Co., Ltd. (‘PLB") 99.99 99.99

Kasikom Factoring Co.,Ltd. ("KF") 99.99 20.00



Phethai Asset Management Company Limited (formerly: “Thonburi Asset Management Company Limited"),
a company registered in the Kingdom of Thailand on September 24, 1999, was approved by the BoT on October 13,
1999 to also register as an asset management company under the Ministerial Regulation (B.E. 2541) issued with
regard to the provisions of the Asset Management Company Act (B.E. 2541). The Company is located at 252/6
Muang Thai - Phatra Office Tower 1, Floor 14, Ratchadaphisek Road, Huaykwang, Bangkok and was established with
the objective of managing substandard assets transferred from the Bank.

Ploy Asset Management Company Limited (formerly: “Chantaburi Asset Management Company Limited"),
a company registered in the Kingdom of Thailand on September 30, 1999, was approved by the BoT on October 13,
1999 to also register as an asset management company under the Ministerial Regulation (B.E. 2541) issued with regard
to the provisions of the Asset Management Company Act (B.E. 2541). The Company is located at 252/6 Muang Thai -
Phatra Office Tower 1, Floor 5, Ratchadaphisek Road, Huaykwang, Bangkok and was established with the objective of
managing substandard assets purchased or transferred from Phatra Thanakit Public Company Limited under the
Memorandum of Understanding (MOU) between the Financial Institution Development Fund (FIDF),
KASIKORNBANK PUBLIC COMPANY LIMITED (formerly: “Thai Farmers Bank Public Company Limited”) and
Phatra Thanakit Public Company Limited dated September 29, 1999. Under this MOU, the management of
substandard assets must be completed by December 31, 2004 and the resulting profit or loss is thereafter to be shared
among the aforementioned companies and the FIDF, in accordance with the conditions set forth in the MOU.

Progress Land and Buildings Company Limited is a company registered in the Kingdom of Thailand on November 18,
1999 and located at 400/22 Thai Farmers Bank Building, Floor 16, Phaholyothin Road, Samsennai, Phayathai,
Bangkok. The Company was established to receive, manage and sell properties that ﬁave been foreclosed as well as
the premises of Phatra Thanakit Public Company Limited, itself.

Kasikorn Asset Management Company Limited(formerly : “Thai Farmers Asset Management Company Limited") is a
company registered in the Kingdom of Thailand on March 18, 1992 located at 252/6 Muang Thai - Phatra Office
Tower 1, Floor 30 - 32, office No. 252/38 - 41; Ratchadaphisek Road, Huaykwang, Bangkok. The Company's main

businesses are assets and fund management.

Kasikorn Factoring Company Limited (“formerly: “Thai Farmers Heller Factoring Company Limited”), a company
registered in the Kingdom of Thailand on July 9, 1990, and located at 252 Phatra Insurance Building, Floor 1,
Ratchadapisek Road, Huaykwang, Bangkok. The company was established to furnish commercial finance services to

business and currently provides service in factoring, finance lease, operating lease and hire purchase.
Significant inter-company transactions and accounts are eliminated from the consolidated financial statements.

The consolidated financial statements exclude the financial statements of subsidiaries whose financial statements are
not material to the Bank. The financial position and results of operations of subsidiaries, which are not included in the
consolidated financial statements,bare presented as supplementary information in the accompanying Note 4.4 to these
financial statements.

The consolidated and the Bank-only financial statements include the accounts of all branches, domestic and overseas,
and of the Bank's International Banking Facility. Interoffice transactions have been eliminated.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Cash and Cash Equivalents
Cash and cash equivalents represent cash in hand and cash items in process of collection.

Recognition of Interest Income
Interest and discount income on loans are recognized on an accrual basis, except when interest payments are in arrears

for more than three months where, regardless of whether the loans are fully collateralized or not, a cash basis is then

adopfed.
Income from hire-purchase agreements is recognized using the sum-of-the digits method.

The Bank reverses accrued interest receivables on loans for which repayments are in arrears for more than 3 months,

in compliance with the BoT regulation.

For the period 2003 the asset management subsidiaries recognize interest on investments in receivables and loans loan
on a cash basis, whereas previously they recognized interest on investments in receivables by the effective interest

yield method (see Note 4.30).

Lease income of a subsidiary is recognized as follows:
Income from finance lease agreements is recognized on the basis of installment payment due by the effective yield
method, calculated from the balance of net investments in each instaliment, except when installment payment are

in arrears for more than six months where a cash basis is then adopted.
Income from operating lease agreements is recognized on the basis of equal monthly installment, except when
installment payment are in arrears for more than six months where a cash basis is then adopted.

The other subsidiaries recognize income on an accrual basis.

Recognition of Interest Expense

Interest expense is recognized on an accrual basis.

lnvestxﬁents

Investments in debt instruments and marketable equity securities classified as trading investments are stated at fair

value. Unrealized gains or losses arising from their revaluation are reflected in the statement of income.

Investments in debt instruments or marketable equity securities classified as available-for-sale investments are stated at
fair value. Unrealized gains or losses arising from their revaluation are shown as a component of shareholders’ equity

and realized in the statement of income upon disposal.

Investments in debt instruments classified as held-to-maturity investments are stated at their amortized cost, after
deduction of any allowance for impairment. Premiums and discounts are amortized by the effective interest yield

method.

Investments in non-marketable equity securities that are not investments in subsidiaries or associated companies are
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3.6

Investments in receivables of Ploy Asset Management Company Limited are stated at cost, after deduction of
allowance for impairment and revaluation allowance for debt restructuring. In the accounting period 2003, the asset
management subsidiaries accounted for the transfer of financial assets by recording the transfer of investments in
receivables, which were restructured , to loans , at the fair value on the transfer date, which is based on the present
value of future cash collections calculated using discount rates equivalent to the market interest rate, adjusted by a risk
premium. The difference between the carrying value and fair value at that date is recognized as gain/loss on transfer of
financial assets. (See Note 4.30)

Investments in associated companies are accounted for using the equity method, so as to incorporate the Bank’s share

of profit (loss) and net assets in these companies in the financial statements.

In the Bank-only accounts, investments in subsidiaries are accounted for using the equity method, so as to incorporate

the Bank'’s share of profit (loss) and net assets in these companies in the financial statements.

An impairment review for investments is carried out when there is a factor indicating that an investment might be

impaired. Loss on impairments for all classifications of investment are charged to the statement of income.

Interest income from investments is recognized on an accrual basis. Dividends are recognized as income on a cash

basis. Gains or losses on sales of securities are recognized in the statement of income upon disposal.
Cost of investments sold is calculated using the weighted average method.

Investments in marketable equity securities classified as trading investments and available-for-sale investments are

stated at fair value based on the latest Stock Exchange of Thailand (SET) bid prices as of the end of the period.

Investments in marketable unit trusts classified as trading investments and available-for-sale investments are stated at

fair value based on net assets value as at the end of the period.

Investments in government securities and state enterprise securities guaranteed by the government, and classified as
trading investments or available-for-sale investments, are stated at the fair value based on the Thai Bond Dealing
Center Government Bond Yield Curve as of the end of the period. State enterprise securities not guaranteed by the
government and private debt instruments are stated at the fair value based on the bid prices from the Thai bond
Deaﬁng Center as of the end of the period, if available, otherwise the Government Bond Yield of the same peried from

the Thai Bond Dealing Center, adjusted by an appropriate risk premium, is used.
Loans

Loans represent only principal amounts, except in cases of loans effected through overdraft agreements. Unearned

discounts received in advance are presented as deduction of loans.
Allowance for Doubtful Accounts

Allowance for doubtful accounts is determined through methods based on the BoT's regulations, the Bank's analysis of
each loan, and an appraisal of the financial standing of each borrower, taking into consideration the Bank's experience

in loan risk and collateral value.
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In accordance with the regulations of the BoT, the Bank and its asset management companies categorize their loan
portfolios into six categories and set minimum reserves based on these categories (see Note 4.7). The period that a loan
is past due is the principal criteria used in classifying a loan. The maximum collateral value used in calculating the
required allowance for doubtful accounts is based on the type of collateral and the da"ce of the most recent valuation.
Allowance for normal and special mention loans are provided for based on the outstanding debt before deduction of

collateral value.
Allowance for doubtful accounts is charged as an expense in each accounting period.

Bad debts written off or recovered are recorded as charges or credits, respectively, to the allowance for doubtful

accounts.

Troubled Debt Restructuring

The Bank and asset managément subsidiaries record foreclosed assets acquired from troubled debt restructuring at fair
value, which does not exceed the amount of the debts, including interest receivables, based on the legal claim. Where
restructuring a loan involves modification of its terms, the present value of the expected future cash collections is
calculated by using discount rates equivalent to the market rates of interest at the time of restructuring. The difference
between the present value of the future cash flows expected to be received and the outstanding balances of investment
in loans is recorded in the revaluation allowance for debt restructuring. This revaluation allowance for debt
restructuring is amortized to the statement of income according to the amounts received over the remaining period of

the debt-restructuring contracts.
Normalized Provisioning

The Bank has begun to set aside normalized provisions above the current level of allowance for doubtful accounts to
accommodate unforeseen losses. The Bank will set aside normalized provisions of approximately 0.5 percent of all
normal and non-performing loans. Normalized provisioning will be gradually accumulated on a quarterly basis

starting from the quarter ending June 30, 2002 until achieving the above target.
Normalized provisioning is charged as an expense in each accounting period.
Properties Foreclosed

Properties foreclosed are recorded at the lower of market value or the amount of the related debts, including interest
receivable based on the legal claim. The market value is estimated by using the latest appraisal value after deduction

of estimated disposal expenses and holding cost.

Losses on impairment are charged to the statement of income. Gains or losses on disposal of properties foreclosed are

recorded as other income or expenses upon disposal.
Premises and Equipment and Depreciation

Land is stated at revalued cost. Buildings are stated at revalued cost less accumulated depreciation. The revaluation

surplus of land and buildings is shown as a component of shareholders’ equity. When surpluses arising from the
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Equipment is stated at cost less accumulated depreciation.

Depreciation on buildings acquired before July 1996 is computed using the declining-balance method at the annual
rate of 4 - 5% on cost. Depreciation on buildings acquired after July 1996 is computed using the straight-line method

on the acquisition cost at the annual rate of 3.33%.

Depreciation on the revalued incremental cost of buildings is computed using the same method and the same rate as

the acquisition cost.

Depreciation on equipment is computed using the straight-line method on the acquisition cost at the annual rate of

12.5 - 20.0%.

Gains or losses on disposal of premises and equipment are recorded as other income or expenses upon disposal.
Income Tax and Deferred Income Tax

Tax expense comprises current tax expense and deferred tax expense.

Current tax expense is the amount of income tax payable in respect of the taxable profit for a period.

Income tax recoverable in future resulting from temporary differences between the carrying amount of an asset or
liability and its tax base value is recorded as deferred tax asset only to the extent of the amount expected to be realized

in the future.

All income tax payable in future resulting from temporary differences between the carrying amount of an asset or

liability and its tax base is recorded as deferred tax liability.
Translation of Foreign Currencies

Assets, liabilities and forward contracts denominated in foreign currencies are translated into Baht at the rates of
exchange prevailing on the dates of transactions. Assets, Habilities and forward contracts denominated in foreign

currencies at the end of the period are translated into Baht at the reference rates announced by the BoT on that date.

Exchange gains or losses on translation and on transactions in foreign currencies are included in revenues and

expenses for the period.
Derivatives
Forward Exchange Contracts

For hedging transactions, the difference between the forward rate and the spot rate on the date of a forward exchange

contract is amortized to the statement of income over the period of the contract.,

Trading transactions are carried at fair value using the Mark-to-Market approach for the period 2003. Gains or losses

resulting from changes in fair values are included in revenues and expenses for the period.

Cross Currency Swaps and Interest Rate Swaps
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The accounting for these derivative transactions depends on their purpose:
1. Hedging of the Bank's Exposure to Financial Risks

Derivative contracts are recorded off-balance sheet. Revenues, expenses and gains or losses resulting from
changes in the fair values of contracts are recognized in accordance with the standard accounting treatment for

revenues, expenses, gains or losses on underlying assets, liabilities or other financial obligations as follows:

Where gains or losses on the underlying transactions are recorded at fair value, losses or gains on derivative

transactions used as the hedge will be recognized at fair value throughout the corresponding hedging period.

‘Where gains or losses on the underlying transactions are recorded on an accrual basis, losses or gains on
derivative transactions used as a hedge will also be recognized on an accrual basis over the period of the

confracts.

2. Trading
Mark-to-market accounting is applied to trading transactions. Hence, traded derivative transactions are carried at
their fair values. Gains or losses resulting from changes in fair values are included in revenues and expenses.

Staff Retirement Fund

Staff members are entitled to retirement pay upon termination of employment depending upon length of service and

other conditions. It is management's policy to contribute an appropriate amount to the Fund each period.
Provident Fund

The Bank established a‘provident fund under the Provident Fund Act (B.E. 2530), and registered this Fund with the
Ministry of Finance on August 16, 1994,

According to the Fund's article, every employee is entitled to apply for membership, and each member must contribute
to the Fund at the rate of 3% of their basic salary, while and the Bank contributes an additional 3.0 - 4.5% upon
termination of employment. Employees are entitled to teceive this benefit upon termination of employment except

when terminated “without compensation”.
Goodwill

Goodwill, representing the difference between the fair value of assets of subsidiaries acquired and the cost of
investments in subsidiaries at the time of acquisition, is amortized over a period of ten years. Goodwill is presented

under other assets in the consolidated financial statements.
Basic Earnings per Share

Basic earnings per share is computed by dividing net income by the number of ordinary shares outstanding at the end

of period.

There is no diluting effect on earnings per share that might result from an assumed exercise of warrants and

convertible preferred shares.
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Use of Accounting Estimates

Preparation of financial statements in conformity with generally accepted accounting principles requires the Bank and
its subsidiaries to make estimates and assumptions that affect the reported amounts of revenues, expenses, assets and

liabilities and disclosure of contingent assets and liabilities. Actual results may differ from those estimates.

SUPPLEMENTARY INFORMATION
Supplementary Information Related to Cash Flows
Non-cash items are as follows

The Bank and its subsidiaries have provided for revaluation surpluses (deficits) on investments presented as a
deduction in shareholders’ equity for the six-month periods ended June 30, as follows:
(Million Baht)
Consolidated and The Bank
2003 2002

Revaluation surplus (deficit) on investments 447 42)

For the six-month periods ended June 30, 2003 and 2002, the Bank recorded the realized portion of appraised surplus
on building depreciation and retirement of assets amounting to Baht 57 million and Baht 130 million, respectively, by

transferring these entries directly to retained earnings.

For the six-month periods ended June 30, 2003 and 2002, the Bank and its subsidiaries received properties foreclosed
transferred from debt settlement amounting to Baht 1,669 million and Baht 1,022 million, respectively on a
consolidated basis and Baht 1,040 million and Baht 501 million, respectively for the Bank-only.

For the six-month periods ended June 30, 2003 and 2002, the Bank transferred sub-quality assets to Thai Assets
Management Corporation (TAMC) and has the right to receive non-transferable promissory notes from TAMC, which
bas been included in investments as held-to-maturity debt instruments amounting to Baht 60 million and Baht 511

million, respectively. (Note 4.4)
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Interbank and Money Market Items (Assets)

Interbank and money market items (assets) consisted of:

Domestic
The BoT and FIDF
Commercial banks
Other banks
Finance, finance and securities,
securities and credit foncier companies
Other financial institutions -
Total Domestic
Less Allowance for doubtful accounts
Total
Foreign
US Dollar
Japanese Yen
Other currencies
Total Foreign
Add Accrued interest receivables
Less Allowance for doubtful accounts
Total

* Total Domestic and Foreign

(Million Baht)
Consolidated
June 30, 2003 December 31, 2002

At call Term Total Atcall Term Total
3,384 - 3,384 4,332 - 4,332
303 _ 303 2,029 740 2,769

6 _ 6 5 865 870

642 _ 642 80 531 611

- - - 1 - 1
4,335 - 4,335 6,447 2,136 8,583
(583) - (588R) 91) (545) (636)
S - 3241 6356  _1591  _1947
1,642 91,633 93,275 1,737 85,063 86,800

3 - 3 - - -

130 1 131 96 S 101

1,775 91,634 93,409 1,833 85,068 86,901

- 1 1 - 1 1
(5) 1) (6) (8) 1) 9)
1.770 91,634 93404 1.825 85,068 86.893

21634 97151  &I81 86659 = 24.840



(Million Baht)
The Bank
June 30, 2003 December 31, 2002
Atcall Term Total Atcall Term Total
1. Domestic
The BoT and FIDF 3,384 . 3,384 4,332 . 4,332
Commercial banks 265 - 265 1,962 740 2,702
Other banks 6 - 6 5 865 870
Finance, finance and securities,
securities and credit foncier companies 642 . 642 80 531 .61 1
Other financial institutions - . - 1 - 1
Total Domestic 4,297 R 4,297 6,380 2,136 8,516
Less Allowance for doubtful accounts 588 - 588 _(91) 545 636
Total 3709 - 3109 6289 1591  1.880
2. Foreign
US Dollar 1,642 91,633 93,275 1,737 85,063 86,800
Japanese Yen o 3 . 3 . _ -
Other currencies _130 —1 _13 96 —3 — 101
Total Foreign 1,775 91,634 93,409 1,833 85,068 86,901
Add Accrued interest receivables - 1 1 - 1 1
Less Allowance for doubtful accounts (5) ) {6) (8) 1) (9)
Total 1770 1634 93404 1825 85068 86893
Total Domestic and Foreign 3,479 91,634 97,113 8,114 86,659 94773

4.3  Securities Purchased Under Resale Agreements
Securities purchased under resale agreements consisted of :
(Million Baht)
Consolidated and The Bank
June 30, 2003  December 31, 2002

Government Bonds and BoT Bonds 50,000 17,400
State enterprises Bonds - 1,000

Total 20.000 12,400



4.4 Investments
Investments consisted oft

(Million Baht)
Consolidated
June 30, 2003

Cost Value/

Amortized Cost Value Unrealized Gain Unrealized Loss Fair Value
1. Current investments
1.1 Trading investments

1.1.1 Government and state enterprises

securities 4,455 20 - 4,475
1.1.2 Private enterprises debt instruments 275 _1 - 276
Total 4,730 21 - 4,751

Add Allowance for revaluation 21 -
Total 4751 | 4751
1.2 Available-for-sale investments

1.2.1 Government and state enterprises

securities 38,075 2,619 - 40,694
1.2.2 Private enterprises debt instruments 936 14 6} 949
1.2.3 Foreign debt instruments 5,443 99 (10) 5,532
1.2.4 Marketable equity securities - domestic 1,080 278 (178) 1,180
1.2.5 Others _ 200 1 _{(70) 14

Total 45,734 3,021 (259) 48,496
Add Allowance for revaluation 3,004 -
Less Allowance for impairment _(242) -

Total 48,496 48,496

1.3 Held-to-maturity debt instruments

1.3.1 Government and state enterprises

securities 1,089 14 - 1,103
1.3.2 Foreign debt instruments 16,577 _45 _(48) 16,574
Total 17,666 59 (48) 17,677
Less Allowance for impairment _ (47 ' -
Total 172,619 17,671

Total Current Investments - net 20.866 70,924



2. Long-term investments
2.1 Available-for-sale investments

2.1.1 Government and state enterprises
securities

2.1.2 Private enterprises debt instruments

2.1.3 Foreign debt instruments

2.1.4 Marketable equity securities
- domestic
Total

Add Allowance for revaluation
Less Allowance for impairment
Total
2.2 Held-to-maturity debt instruments

2.2.1 Government and state enterprises
securities

2.2.2 Private enterprises debt instruments
2.2.3 Foreign debt instruments
Total
Less Allowance for impairment
Total
2.3 General investments

2.3.1 Non-marketable equity securities
-domestic

2.3.2 Non-marketable equity securities
~pverseas

2.3.3 Investments in receivables
Total

Less Allowance for impairment
Total

Total Long-term Investments - net

Cost Value/
Amortized Cost Value

27,659
1,964
14,678

309
44,610
1,610

3,685

419

1,888
11,992

Consolidated
June 30, 2003

{Million Baht)

Unrealized Gain Unrealized Loss Fair Value

1,010
65
217

1,413

—

1,440

(16)

_(84)
(100)

(306)

(944)

)
(1,255)

(1,318)

(323)

{2,268)
(3,909)

28,669
2,029
14,879

24,507
660
2400
27,567



1. Current investments
1.1 Trading investments
1.1.1 Government and state enterprises
securities
Add Allowance for revaluation
Total

1.2 Available-for-sale investments

1.2.1 Government and state entexprises
securities

1.2.2 Private enterprises debt instruments
1.2.3 Foreign debt instruments
1.2.4 Marketable equity securities - domestic
1.2.5 Others
Total
Add Allowance for revaluation
Less Allowance for impairment
Total
1.3 Held-to-maturity debt instruments
1.3.1 Government and state enterprises ‘
securities
1.3.2 Foreign debt instruments
Total

Total Current Investments - net

Cost Value/

Amortized Cost Value

(Million Baht)
Consolidated
December 31, 2002

Unrealized Gain Unrealized Loss Fair Value
10 - 6,988
6,988

1,686 1) 24,667
29 - 2,985
145 (303) 3,140
514 (Crir)) 1,203
_ 7 a0 150
2,381 (851) 32,145
32.145

89 (D 22,609
21 L. 11,066
110 (1) 33,675



{Million Baht)
Consolidated
December 31, 2002
Cost Value/
Amortized Cost Value Unrealized Gain Unrealized Loss Fair Value
2. Long-term investments
2.1 Available-for-sale investments

2.1.1 Government and state enterprises

securities 30,208 911 - 31,119
2.1,2 Private enterprises debt instruments 2,778 104 ) 2,877
2.1.3 Foreign debt instruments 15,287 754 ® 16,035
2.1.4 Marketable equity securities -

domestic 547 295 (162) __680

Total 48,820 2,064 (173) 50,711
Add Allowance for revaluation 2,046 -
Less Allowance for impairment 155 -

Total 50,711 50.71

2.2 Held-to-maturity debt instruments
2.2.1 Government and state enterprises

securities 23,360 1,042 - 24,402

2.2.2 Private enterprises debt instruments 1,605 1 (1,180) 426

2.2.3 Foreign debt instruments _3.055 _8 {80 _3.062
Total 28,020 1,130 (1,260) 27,890

Less Allowance for impairment (1,253) -
Total 26767 27.890

2.3 General investments
2.3.1 Non-marketable equity securities

-domestic 3,422 - (1,381) 2,041
2.3.2 Non-marketable equity securities

—overseas 419 - (323) 96
2.3.3 Investments in receivables 14210 _ (2.941) 11,269

Total 18,051 - (4,645) 13,406
Less Allowance for impairment 4,645 -

Total 13.406 13,406

Total Long-term Investments - net - 90,884 22.007



(Million Baht)
The Bank
June 30, 2003
Cost Value/
Amortized Cost Value Unrealized Gain  Unrealized Loss Fair Value
1. Current investments

1.1 Trading investments

1.1.1 Government and state enterprises

securities 4,455 20 - 4,475
1.1.2 Private enterprises debt instruments _ 275 _1 - _276

Total 4,730 21 - 4,751
Less Allowance for revaluation 21 -

Total 4751 4751

1.2 Available-for-sale investments

1.2.1 Government and state enterprises

securities 38,075 2,619 - 40,694
1.2.2 Private enterprises debt instruments 936 14 0))] 949
1.2.3 Foreign debt instruments 5,443 99 (10) 5,532
1.2.4 Marketable equity securities - domestic 1,080 278 (178) 1,180
1.2.5 Others 200 —1u i) —141

Total 45,734 3,021 (259) 48,496
Add Allowance for revaluaﬁon 3,004 -
Less Allowance for impairment _(242 -

Total 48,496 48,496

1.3 Held-to-maturity debt instruments

1.3.1 Government and state enterprises

securities 793 14 - 807
13.2 Foreign debt instruments 16,577 _45 _(48) 16.574

Total 17,370 59 {48) 17,381

Less Allowance for impairment 47
Total 17.323 17,381
10,570

Total Current Investments - net




2. Long-term investments
2.1 Available-for-sale investments
2.1.1 Government and state enterprises
securities
2.1.2 Private enterprises debt instruments
2.1.3 Foreign debt instruments

2.1.4 Marketable equity securities
- domestic

Total
Add Allowance for revaluation
Less Allowance for impairment
Total '
2.2 Held-to-maturity debt instruments
2.2.1 Government and state enterprises
securities
2.2.2 Private enterprises debt instruments
2.2.3 Foreign debt instruments
Total
Less Allowance for impairment
Total
2.3 General investments

2.3.1 Non-marketable equity securities
-domestic

2.3.2 Non-marketable equity securities
-overseas
Total

Less Allowance for impairment
Total

Total Long-term Investments - net

Cost Value/
Amortized Cost Value

27,659
1,964
14,678

The Bank
une 30, 2003
Unrealized Gain Unrealized Loss

1,010 -

65 -
217 (16)
336 [¢-L))]
1,628 (100)
1,405 (306)
1 921)
_26 )]
1,432 (1,232)
- (1,208)
— (323)
- (1,531)

(Million Baht)

Fair Value

28,669
2,029
14,879



(Million Baht)
The Bank

ecembe;
Cost Value/
Amortized Cost Value Unrealized Gain ~ Unrealized Loss Fair Value
1. Current investments
1.1 Trading investments

1.1.1 Government and state enterprises

securities 6,978 10 - 6,988
Add Allowance for revaluation _10 -

Total 6,988 6,988

1.2 Available-for-sale investments

1.2.1 Government and state enterprises )

securities 22,982 1,686 1) 24,667
1.2.2 Private enterprises debt instruments 2,056 29 - 2,985
1.2.3 Foreign debt instruments 3,298 145 (303) 3,140
1.2.4 Marketable equity securities - domestic 1,166 514 @77 1,203
1.2.5 Others _ 213 _1 _(70) 150

. Total 30,615 2,381 8s1) 32,145

Add Allowance for revaluation 2,060 -
Less Allowance for impairment __(530) R

Total : . 32145 : 32,145

1.3 Held-to-maturity debt instruments

1.3.1 Government and state enterprises

securities 22,132 88 1) 22,219
1.3.2 Foreign debt instruments 11,045 21 - 11,066

Total 3,177 09 () 33,285
Less Allowance for impairment - - L

Total 33,177 33,285

Total Current Investments - net 72,310 2,418



2. Long-term investments
2.1 Available-for-sale investments
2.1.1 Government and state enterprises
securities
2.1.2 Private enterprises debt instruments

2.1.3 Foreign debt instruments

2.1.4 Marketable equity securities
- domestic
Total

Add Allowance for revaluation
Less Allowance for impairment
Total

2.2 Held-to-maturity debt instruments

2.2.1 Government and state enterprises
securities

2.2.2 Private enterprises debt instruments

2.2.3 Foreign debt instruments
Total

Less Allowance for impairment
Total

2.3 General investments

2.3.1 Non-marketable equity securities
-domestic

2.3.2 Non-marketable equity securities

-overseas
Total

Less Allowance for impairment
Total

Total Long-term Investments - net

The Bank
December 31, 2002

Cost Value/
Amortized Qbst Value Unrealized Gain

30,208 911
2,778 104
15,287 754

293
48,810 2,062

2,050

23,172
1,489 1

3.055

1,037

27,716
(1,195)

1,125

:

Unrealized Loss

%
©

156
(167)

(1,122)

(80)
(1,202)

(1,271)

323
(1,594)

{(Million Baht)

Fair Value

31,119
2,877
16,035

50,705

Bl

24,209
368

3,062
27,639

1,890

96
1,986

1,986



As of June 30, 2003 and December 31, 2002, investments in held-to-maturity debt instruments, which are
government or state eﬁterprises securities, include promissory notes from TAMC of Baht 9,843 million and Baht

9,619 million, respectively, and the right to receive promissory notes from TAMC of Baht 326 milllion and Baht
517 million, respectively.

Gain on investments presented in the statement of income consisted of:

{Million Baht)
Consolidated The Bank
For the Three-Month Periods For the Three-Month Periods
Ended June 30, Ended Juge 30,
2003 2002 2003 2002
Gain on disposal of investments
Held for trading investments 60 44 60 44
Available-for-sale investments 818 207 817 206
General investments 4 - 4 -
Investments in receivables _108 667 - -
Total | 9% 918 _881 250
Loss on disposal of investments
Held for trading investments 19 @n 19 47
Available-for-sale investments (52) (181) ‘ (51 (181
General investments 3 _(58) )] {58)
Total (14 286 (73) 286
Gains from revaluation 34 81 34 81
(Losses) reversal on impairment _846 (19 __639 114
Total Gain on Investments 1,796 694 1481 159



(Million Baht)

Consolidated The Bank
For the Six-Month Periods For the Six-Month Periods
Ended June 30 Ended June 30
2003 2002 2003 2002
Gain on disposal of investments
Held for trading investments 123 76 123 76
Available-for-sale investments 1,855 1,004 1,854 996
General investments 4 - 4 -
Investments in receivables _108 _667 — —
Total 2,090 1,747 1,981 1,072

Loss on disposal of investments

Held for trading investments 34) (121) 34) (121)
Available-for-sale investments (478) (292) @717 292)
General investments (3) _(58) _(3) _(58)
Total (515 (471) 14 (471
Gains (Losses) from rev aiuation 15 @ 15 C)]
(Losses) reversal on impairment _546 301 _430 118
Total Gain on Investments 2136 971 “1.912 15
Revaluation surpluses (deficits) on investments consisted of:
{Million Baht)
Consolidated The Bank
June 30, December 31, June 30,  December 31,
2003 2002 2003 2002
Revaluation surplus (deficit) on investments
Debt instruments 3,998 3,325 3,998 3,325
Equity securities 617 781 616 785
Share of revaluation surplus (deficit) in subsidiaries and
associated companies using the equity method - - 1 @
Less Deferred tax liabilities (1.395) (1,333) (1.395) (1.333)

Total 3.220 2773 3.220 2113



A maturity analysis for debt instruments resulted in the following:

{Million Baht)
Consolidated
June 30,2003 ece
Maturity Maturity
Over Qver
lyearto S QOver s 1yearto S Over 5
1year years years Total  lyear  years years Total
1. Available-for-sale investments |
1.1 Government and state
enterprise securities 12,287 40,088 13,359 65,734 2,598 36,135 14,457 53,190
1.2 Private enterprise debt
instruments 435 2,465 - 2,900 2,706 3,028 - 5,734
13Foreign debtinstruments 3828 13879 2414 20121 233 1455  L69] 1885
Total 16,550 56,432 15,773 88,755 7,636 53,719 16,154 77,509
Add(Less)Allowance for
revaluation : 144 2,279 1,574 3,997 (150) 2,138 1,337 3,325
Less Allowance for impairment - - - - (10) - - (10)
Total 16,694 58711 17347 92,752 1476 55857 17491 80.824
2. Held-to-maturity debt
instruments
2.1 Government and state
enterprise securities 1,089 13,226 10,174 24,489 22,521 13,224 10,136 45,881
2.2 Private enterprise debt
instruments - 20 . 1,583 1,603 583 22 1,000 1,605
2.3 Foreign debt instruments 16,577 2,041 338 18,956 11,045 3.055 - 14,100
Total 17,666 15,287 12,095 45,048 34,149 16,301 11,136 61,586
Less Allowance for impairment (470 __ (4 (12460 (1297 583) (I _(593) _(1.253)
‘ Total 17,619 15283 10849 43751 33,566 16224 10543 60333

Total Debt Instruments 34313 73994 28196 136503 41,042 72081 - 28034 141157



(Million Baht)

The Bapk
June 30, 2003 December 31, 2002
Maturity Maturity

5
5
K

1yearto 5 Over 5 1yearto 5 ver 5
1 year years years Total lyear  years years Total
1. Available-for-sale investments
1.1 Government and state
enterprise securities 12,287 40,088 13,359 65,734 2,598 36,135 14,457 53,190
1.2 Private enterprise debt
instruments 435 2,465 - 2,900 2,706 3,028 - 5,734

1.3 Foreign debt instruments 3.828 13.879 2414 20,121 2332 14,556 1.697 18,585

Total 16,550 56,432 15,773 88,755 7,636 53,719 16,154 77,509
Add(Less)Allowance for

revaluation 144 2,279 1,574 3,997 (150) 2,138 1,337 3,325
Less Allowance for impairment - - - - (10) - - (10)
Total 16,694 58711 17,341 92,752 1476 35.857 17,491  80.824
2. Held-to-maturity debt
instruments
2.1 Government and state
enterprise securities 793 13,041 10,174 24,008 22,132 13,036 10,136 45,304
2.2 Private enterprise debt
instruments - 20 1,467 1,487 583 22 884 1,489
2.3 Foreign debt instruments 16,577 2041 _338 l_&.%ﬁ 11.045 3,055 - 14.100
Total 17,370 15,102 11,979 44,451 33,760 16,113 11,020 60,893
Less Allowance for impairment  _(47) ___(4)  (1.223) _(1.274) _(S83) _ (17N _(535) (1.195)
Total : 323 15,098 10,756 43,1 331 16,036 10,485  59.698
Total Debt Instruments 34,017 73.809 28,103 135,929 40,653 71,893 21976 140,522



Investments held by the Bank and its subsidiaries in financial institutions that were closed on December 8, 1997, or
investments in listed companies which meet SET's criteria for delisting, and are in default on debt instruments, or
companies whose ability to continue as a going concern is uncertain, or unlisted companies whose financial position

and operating results are the same as companies which meet SET's criteria for delisting are as follows:

(Million Baht)
Consolidated
June 30, 2003
Cost Value / Book Value Fair Value
Investments in  Equity Debt Investmentsin Equity Debt Allowance for
Receivables Securities Instruments Receivables Securifies Instruments Impairment
1. Closed financial institutions - 1 131 - - - 132)
2. Listed companies which meet
SET's criteria for delisting, and
are in defalt on debt instruments 305 57 670 304 - 14 (714)
3. Companies whose ability to
continue as a going concern is
uncertain, or unlisted companies
whose financial position and
operating results are the same as
companies which meet
SET's criteria for delisting - 1108 _785 - 32 628 (1,233)
Total 305 Ll66 1586 304 2 642 2.,079)




(Million Baht)
Consolidated
December 31, 2002

Cost Value / Book Value Fair Value

Investmentsin  Equity Debt Investmentsin Equity Debt Allowance for
Receivables Securities Instruments Receivables Securities Instruments Impairment

1. Closed financial institutions - i 131 - - - (132)
2. Listed companies which meet

SET's criteria for delisting and are

in default on debt instruments 20 96 672 20 8 - 16 (744)
3. Companies whose ability to

continue as a going concern is

uncertain, or unlisted companies

whose financial position and

operating results are the same as

companies which meet

SET's criteria for delisting - 1,199 _785 = 35 392 1.557)

Total 20 1296  1.38R 20 43 408 (2.433)
(Million Baht)
The Bank
June 30, 2003
—Cost Value / Book Value Fair Value
Equity Debt Equity Debt Allowance for
Securities Instruments Securities  Instruments Impairment
1. Closed financial institutions 1 131 - - (132)

2. Listed companies which meet

SET's criteria for delisting and are in

default on debt instruments 57 670 - 14 (713)
3. Companies whose ability to

continue as a going concern is

uncertain, or unlisted companies

whose financial position and

operating results are the same as

companies which meet
1,210

L
(¥
{1

|

SET's criteria for delisting 1,108 669 32



1. Closed financial institutions

2. Listed companies which meet
SET's criteria for delisting and are in
default on debt instruments

3. Companies whose ability to
continue as a going concern is
uncertain, or unlisted companies
whose financial position and
operating results are the same as
companies which meet
SET's criteria for delisting

Total

(Million Baht)

The Bank
ecember 31, 2002
Cost Value / Book Value Faijr Value
Equity Debt Equity Debt Allowance for
Securities Instruments Securities Instruments Impairment
1 131 - - (132)
96 672 8 16 (744)
1,199 669 35 334 {1.499)
1,296 1472 43 350 2.375)

The Bank has provided an allowance for impairment in value of these investments which is reflected in the statement

of income.

Investments in debt instruments of closed financial institutions with a total carrying value of Baht 137 million were

exchanged for certificates of deposit with total face value of Baht 139 million issued by Krung Thai Bank Public

Company Limited on behalf of Financial Institutions Development Fund. The maturity date of these certificates of

deposit is five years and interest is payable annually at a fixed rate of 2% per annum. The fair value of the certificates

of deposit on the date of exchange amounted to Baht 91 million. These certificates of deposits were redeemed on

April 4, 2003,
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Tpe recording of investments in subsidiaries and associated companies using the equity method in the financial
statements is based on financial information obtained from financial statements audited or reviewed in accordance
with standards established by The Institute of Certified Accountants and Auditors of Thailand and from management
information has not been audited or reviewed by the auditors in accordance with standards established by The Institute

of Certified Accountants and Auditors of Thailand.

Investments held by the Bank and its subsidiaries, that comprise less than 10% of those companies’ shares and not
investments in subsidiaries and associated companies, classified by industry are as follows:
(Million Baht)
Consolidated The Bank

June 30,2003 December 31, 2002  June 30, 2003 December 31

Manufacturing and commerce 285 317 285 317
Property development and construction 1,567 1,094 1,567 1,094
Infrastructure and services 6 7 1 1
Others ‘ _436 370 436 - 370
Total 2.294 1.988 2,289 1.982
The financial position and results of operations of its subsidiaries in the consolidated financial statements are set out
below:
Phethai Asset Management Company Limited
(Formerly: Thonburi Asset Management Company Limited)
Condensed Balance Sheets
(Audited)
Thousand Baht
June 30, 2003 December 31, 2002
| ASSETS
| Cash and deposits at financial institutions 182,613 317,363
Investments in receivables — net 11,475,178 18,320,106
Loans, accounts receivable and accrued interests — net 6,588,440 -
Properties foreclosed — net 351,506 383,867
Equipment - net 22,133 21,404
Other assets - net . 22,996 13,370
Total Assets 18.642.866 19,056,110
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Borrowings from financial institutions ) 15,190,000 16,850,000
Other liabilities 101,064 244,727
Shareholders’ Equity ‘ _3.351,802 _1.961,383

Total Liabilities and Shareholders’ Equity 18,642,866 19,056,110




Phethai Asset Management Company Limited
* (Formerly: Thonburi Asset Management Company Limited)

Condensed Statements of Income

Thousand Baht
For the Three-Month Periods For the Six-Month Periods
Ended June 30, Ended June 30,
2003 2002 2003 2002
(Reviewed) (Audited)

Interest income 113,851 382,369 394,253 731,501
Interest expense __60.774 100,792 131.857 - 216.656
Net income from interest 53,077 281,577 262,396 514,845
Bad debt and doubtful accounts 318,390 - 318,390 -
Loss on debt restructuring 123,015 107.132 198.496 386387
Net income (expense) from interest after bad debt and

doubtful accounts and loss on debt restructuring (388,328) 174,445 (254,490) 128,458
Non-interest income 1,897,214 33,644 1,869,916 87,721
Non-interest expense 98,924 247,216 225,007 464.359
Net income (loss) 1,409,962 (39.127) 1,390,419 248,180

Earnings (loss) per share (Baht) 235 (0.07) 232 (0.41)




Phethai Asset Management Company Limited

(Formerly: Thonburi Asset Management Company Limited)

Statements of Cash Flows

For the Six-Month Periods Ended June 30, 2003 and 2002

CASH FLOWS FROM OPERATING ACTIVITIES

Net income (loss)

Add (less) Adjustments to reconcile net income (loss) to net cash

from operating activities
Gain on investments in securities

Gain on transfer of financial assets

Reversal of loss on impairment of investments in receivables

Loss on debt restructuring

Interest income from amortization of revaluation allowance for debt restructuring

Bad debt and doubtful accounts
Loss on impairment of properties foreclosed
Depreciation and amortization

{Reversal) loss on impairment of other assets

{Decrease) increase in accrued interest payables

Decrease in other accrued expenses

Income (expense) from operations before changes

in operating assets and liabilities
Increase (decrease) in operating assets
Investments in receivables
Loan and accounts receivable
Properties foreclosed
Other assets
Increase (decrease) in operating liabilities
Other liabilities
Net Cash Provided by Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from disposal of long-term investments

Purchases of equipment

Net Cash (Used in) Provided by Investing Activities

Thousand Baht
2003 2002
1,390,419 (248,180)

(414) (141)
(1,643,139) -
(6,661) (41,782)
198,496 386,387
(254,701) (108,937)
318,390 -
7,249 25,454
2,409 15,968
(64,971) 85,745
(9,350) 19,547
{110.829) _(3.810)
(173,102) 130,251
1,258,077 1,407,617
244,391 -
166,746 56,010
55,345 (88,282)
(23.484) 4457
1527973 1.510,053
414 464
3,138 (261)
—Q724) 203



Phethai Asset Management Company Limited
{Formerly: Thonburi Asset Management Company Limited)
Statements of Cash Flows

For the Six-Month Periods Ended June 30, 2003 and 2002

Thousand Baht
2003 2002
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in borrowings from bank (1,660,000) (1.320,000)
Net Cash Used in Financing Activities (1,660,000) {1,320,000)
Net (decrease) increase in cash and cash equivalents (134,751) 190,256
. Cash and cash equivalents at beginning of the period 317364 118218
Cash and cash equivalents at the end of the period 182,613 308,474
SUPPLEMENTAL DISCLOSURES OF CASH FLOWS INFORMATION
Cash paid during the period
Interest expense 141,207 197,110
Income tax 107 300



Ploy Asset Management Company Limited
(Formerly: Chantaburi Asset Management Company Limited)

Condensed Balance Sheets

(Audited)
Thousand Baht
June 30,2003  December 31,2002
ASSETS
Cash and deposits at financial institutions 97,190 153,063
Investments — net 244,373 207,002
Investments in receivables — net 5,620,481 11,268,894
Loans, accounts receivable and accrued interest receivables - net 6,852,884 -
Properties foreclosed - net 2,661,329 © 2,780,831
Leasehold improvement and equipment — net ‘ 3,621 4,881
Other assets — net _ 155,661 19,887
Total Assets 15,635,539 14.434.558
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Bbrrowings from financial institutions 10,810,000 12,370,000
Other liabilities 60,907 66,037
Shareholders’ Equity 4,764,632 1,998,521

Total Liabilities and Shareholders’ Equity 15,635,539 14,434,558

AA



Ploy Asset Management Company Limited
(Formerly: Chantaburi Asset Management Company Limited)

Condensed Statements of Income

Thousand Baht
For the Three-Month Periods  For the Six—Month Periods
Ended June 30 Ended June 30
- 2003 2002 2003 2002
(Reviewed) (Audited)
Interest income v 199,134 228,085 500,916 632,096
Interest expense 40.978 71.710 92,035 166,551
Net income from interest - 158,156 150,375 408,881‘ 465,545
Bad debt and doubtful accounts 628,641 - 628,641 -
Loss on debt restructuring _13.101 150,789 157,505 444.309
Net income (expenses) from interest after bad debt and
doubtful accounts and loss on debt restructuring (483,586) (414)  (377,265) 21,236
Non-interest income 3,129,537 695,462 3,194,828 720,174
Non-interest expense 20,138 113779 55,902 150,128
Net income 2625813 581,269 2761661 591,282

Earnings per share (Baht) 525 116 55 __118




Ploy Asset Management Company Limited
(Formerly: Chantaburi Asset Management Company Limitc_ad)
Statements of Cash Flows
For the Six-Month Periods Ended June 30, 2003 and 2002
(Audited)
Thousand Baht

2003 2002
CASH FLOWS FROM OPERATING ACTIVITIES

Net income 2,761,661 591,282

Add (less) Adjustments to reconcile net income to net cash

from operating activities
Gaiﬁ on available-for-sale investments (34,453) (8,839)
Amortization of premium on bond _ 8 8
Gain on transfer of financial assets : (2,950,356) -
Bad debt and doubtful accounts 628,641 -
Gain oﬁ disposal of equipments (1,009) : -
Reversal of loss on impairment of investments in receivables (80,961) (24,479)
Loss on debt restructuring 157,505 444309
Interest income from amortization of revaluation allowance for debt restructuring (339,040) (34,735)
(Reversal) loss on impairment of properties foreclosed 2,618) 56,200
Depreciation 984 1,063
Amortization of deferred charges - 2,003
Reversal of loss on impairment of other assets (2,722) (1,678)
Decrease in accrued interest payables (2,563) (384)
Decrease in other accrued expenses (20.614) 214
Income from operations before changes in operating
assets and liabilities 114,463 1,017,536
(Increase) decrease in operating assets
Investments in receivables : 1,103,202 361,078
Loans, accounts receivable and accrued interest receivables (211,843) -
Properties foreclosed ‘ 608,881 98,263
Other assets : (133,052) 5,239
Increase in operating liabilities
Other liabilities | 18047  _ 11342
Net Cash Provided by Operating Activities 1,499,698 1.493.958
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of long-term investments . 3,143 39,236
Proceeds from disposal of equipments 1,291 -
Purchases of equipment (5) Q0
Net Cash Provided by Investing Activities 4429 39.20

46



Ploy Asset Management Company Limited
{Formerly: Chantaburi Asset Management Company Limited)
Statements of Cash Flows '
For the Six-Month Periods Ended June 30, 2003 and 2002

(Audited)
Thousand Baht
2003 2002
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in borrowings from bank (1,560.000) (1.550,000)
Net Cash Used in Financing Activities (1.560.000) (1,550.000)
Net decrease in cash and cash equivalents (55,873) (16,833)
Cash and cash equivalents at beginning of the period 153,063 105,154
Cash and cash equivalents at the end of the period 97,190 88,321
SUPPLEMENTAL DISCLOSURES OF CASH FLOWS INFORMATION
Cash paid during the period
Interest expense ' _ 94,598 166,935
Income tax ‘ 4,777 1,540
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Progress Land and Buildings Company Limited
Condensed Balance Sheets

Thousand Baht
June 30, 2003 December 31, 2002

(Unaudited) (Audited)
(Reviewed)
ASSETS v
Cash in hand and at bank 166,367 127,937
Other current assets 7,950 6,203
Properties foreclosed — net 836,743 854,701
Premises and equipment - net 367,019 381,363
Other assets 129 : 129
Total Assets 1,378,208 1370333
LIABILITIES AND SHAREHCLDER.S‘ EQUITY
Liabilities 16,834 10,002
Shareholders’ equity 1,361,374 1,360,331
Total Liabilities and Shareholders' Equity 1378208 1370333

Progress Land and Buildings Company Limited

Condensed Statements of Income

(Unaudited)
(Reviewed)
Thousand Baht
For the Three-Month Periods  For the Six-Month Periods
Ended June 30 Ended June 30
2003 2002 2003 2002
Revenues 8,567 19,106 17,757 21,590
Expenses _ 10,833 16,491 17,136 16,893
Net income (loss) 2.266) _2.615 621 _4.697
Earnings (loss) per share (Baht) (0.05) 013 003 023
48




Kasikorn Asset Management Company Limited
(Formerly :Thai Farmers Asset Management Company Limited)

Condensed Balance Sheets

(Audited)
Thousand Baht
June 30, 2003 December 31, 2002
ASSETS
Cash and cash equivalents ' 56,512 75,900
Investments — net 488,923 584,648
Fee receivables 52,388 62,748
Properties foreclosed — net 1,373 1,373
Premises and equipment ~ net 183,614 185,614
Other assets 432213 453,683
Total Assets 1,215,023 1,363,966
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities 45,332 67,205
Shareholders’ Equity 1,169,691 1,296,761
Total Liabilities and Shareholders’ Equity 1.215,023 1.363.966

Kasikorn Asset management Company Limited
(Formerly :Thai Farmers Asset Management Company Limited)

Condensed Statements of Income

Thousand Baht
For the Three-Month Periods ~ For the Six-Month Periods
Ended June 30, Ended June 30,
2003 2002 2003 2002

(Unaudited) (Audited)

(Reviewed)
Revenues 103,837 116,420 204,276 226,856
Expenses , _92.740 86,472 165,704 170.739
Net income _11,007 29.948 85 56117

Earnings per share (Baht) 0.40 110 142 207
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Kasikorn Factoring Company Limited

(Formerly: Thai Farmers Heller Factoring Company Limited)

Condensed Balance Sheets

ASSETS
Current Assets
Cash in hand and at banks

Current portion of factoring receivables — net

Current portion of finance lease receivables - net

Current portion of hire purchases receivables — net

Other current assets
Non-Current Assets

Finance lease receivables — net

Other non-current assets

Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Loans from banks
Accounts payable
Current portion of factoring payables
Other liabilities
SMeholdem' Equity

Total Liabilities and Shareholders’ Equity

Thousand Baht
June 30, 2003 December 31, 2002
(Unaudited) (Audited)
(Reviewed)
25,728 19,551
1,912,917 1,730,818
176,147 191,272
48 987
14,156 19,231
136,171 194,800
36,018 11,629
2,301,185 2,168,288
1,125,000 1,520,000
1,042 3,107
423,158 350,743
479,015 75,285
—272.970 —219.153
2,301,185 2,168,288
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Revenues
Expenses
Net income

Earnings per share (Baht)

Kasikorn Factoring Company Limited
(Formerly: Thai Farmers Heller Factoring Company Limited)

Condensed Statements of Income

(Unaudited)
Thousand Baht
For the Three-Month Periods ~ For the Six-Month Periods
Ended June 30 Ended June 30,
2003 2002 2003 2002

(Reviewed) (Unreviewed) (Reviewed)  (Unreviewed)

52,866 47,155 103,225 87,507
38.215 34753 75.465 65.228
14,651 12.402 21760 22.279

9.16 775 12.35 1392

The. summary of financial position and results of operations of its subsidiaries which are not included in the

consolidated financial statements are as follows :

(Million Baht)
Balance Sheets
Jupe 30, 2003 December 31, 2002
(Unaudited) (Audited)

(Reviewed)
Total Total Shareholders’ Total Total Shareholders’
Assets  Liabilities Equity Assets  Liabilities Equity

Thai Farmers Research Center Co., Ltd. 23 2 21 36 1 35
Kanpai Co., Ltd. 88 30 58 82 33 49
Progress Plus Co., Ltd. 44 26 18 46 34 12
Progress Facilities Management Co., Ltd. 14 2 12 11 2 9
Progress Services Co., Ltd. 14 2 12 7 2 5
Progress Management Co., Ltd. 12 2 10 14 4 10
Progress Storage Co., Ltd. 9 2 7 4 - 4
Progress Appraisal Co., Ltd. 66 10 56 55 7 48
Progress Software Co., Ltd. 61 10 51 58 8 50
Thai Administration Services Co., Ltd. 137 223 114 151 31 120

468 109 359 464 122 342
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(Million Baht)

Statements of Income
For the Three-Month Periods Ended June 30,
(Unaudited)
(Reviewed)
2003 2002
Net  Earnings Net Earnings
Income (Loss) per Income (Loss) per
_ Revenues Expenses (Loss) Share(Baht) Revenues Expenses (Loss) Share(Baht)
Thai Farmers Research Center Co., Ltd. 14 12 2 17.87 10 10 - 1.45
Kanpai Co., Ltd. 41 35 6 3346 30 25 5 22.94
Progress Plus Co., Ltd. 80 75 5 19.21 49 47 2 8.31
Progress Facilities Management Co., Ltd. 14 13 1 28.24 44 43 1 12.94
Progress Services Co., Ltd. -32 29 3 143.96 22 22 - 3.68
Progress Management Co., Ltd. 8 7 1 5.17 5 5 - 2.10
Progress Storage Co., Ltd. 5 3 2 59.16 - - - (6.80)
Progress Appraisal Co., Ltd. 29 24 5 1,039.08 21 19 2 503.90
Progress Software Co., Ltd. 27 14 13 118.28 24 17 7 76.98
Thai Administration Services Co., Ltd. 21 _16 _5 0.59 32 _18 14 1.41
211 28 4 237 206 31
(Million Baht)
Statements of Income
For the Six-Month Periods Ended June 30,
(Unaudited)
(Reviewed)
2003 2002
Net  Earnings Net  Earnings
Income per Income (Loss) per
Revenues Expenses (Loss) Share(Baht) Revenues Expenses (Loss) Share(Baht)
Thai Farmers Research Center Co., Ltd. 27 24 3 32.43 20 21 1 (6.40)
Kanpai Co., Ltd. 76 68 8 41.37 58 52 6 28.48
Progress Plus Co., Ltd. 156 148 8 33.00 83 81 2 9.57
Progress Facilities Management Co., Ltd. 27 24 3 63.35 91 90 1 23.98
Progress Services Co., Ltd. 65 59 6 298.84 46 46 - (11.27)
Progress Management Co., Ltd. 15 14 1 10.38 10 9 1 17.07
Progress Storage Co., Ltd. 9 6 3 108.22 - - - (532)
Progress Appraisal Co., Ltd. 52 43 9 1,862.87 36 33 3 56072
Progress Software Co., Ltd. 49 38 11 112.72 45 35 10 102.75
Thai Administration Services Co., Ltd. _42 _29 13 1.26 _40 22 18 1.83
218 433 &5 29 389 40
52




45 Loans and Accrued Interest Receivables

Loans and accrued interest receivables consisted of:

1. Classified by Type of Loans

, .(Million Baht)
Consolidated The Bank
June 30,2003 December 31,2002  June 30, 2003  December 31, 2002

Overdrafts 143,855 137,992 123,992 127,773
Loans 232,498 232,579 217,527 219,011
Bills 121,248 v121,638 138,215 136,767
Others 17.23 13994 _14.504 _ 12,974

Total 514,838 506,203 494,238 496,525
Add Accrued interest receivables 3,311 3,410 1,660 1,934
Less Allowance for doubtful accounts (68,411) (76,950) (47,857) (54,920)

Less Revaluation allowance for

debt restructuring (5,131 (2,755) (3,432) (2,647
Less Normalized provisioning : (1.200) 800 (1,200) (800)
Total 443.407 429,108 443,409 440,092

2. (Clagsified by Maturity of Contracts

" (Million Baht)
Consolidated The Bank
June 30, 2003 December 31, 2002 June 30, 2003 December 31, 2002
Within 1 year 341,011 340,254 341,198 343,386
OQer 1 year 177,138 169,359 154,700 155,073
Total 318,149 209,613 495.898 498.459
3. (Classified by Currencies and Residency of Borrowers
(Million Baht)
- lidated
June 30, 2003 December 31, 2002
Domestic Foreign Total Domestic Foreign Total
Baht 498,158 12 498,170 488,150 726 488,876
US Dollars 16,236 1,639 17,875 17,028 1,778 18,806
Other currencies 2,010 94 2,104 _1.807 124 _ 1,931
Total 516404 1745 SIR149  S06985 2628 509613
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4.

Baht
US Dollars
Other currencies

Total

June 30, 2003

Domestic  Foreign

The Bank

(Million Baht)

December 31, 2002

Classified by Type of Business and Account Status

Agricultural and mining

Manufacturing and commerce

Property development and
construction

Infrastructure and services

Housing loans

Others

Kasikorn Factoring Co.,Ltd.
Unearned discounts received
in advance

Total

475,907 12 475919 476,99
16,236 1,639 17,875 17,028
2,010 94 2,104 1.807
494,153 1745 495,898 495,831

Consolidated

June 30, 2003

Special ub-
Normal Mention  Standard Doubtful
12,939 738 214 364
237,020 10,991 2,999 4,698
21,675 2,205 752 1,602
47,332 3,227 1,175 1,262
35,482 2,702 919 1,175
24,244 —608 190 218
378.692 20,471 6,249 9319
54

726
1,778
_124
2,628

.
=3
ta
va

3,354

55,909

16,155
9,747
13,443

477,722
18,806
1.931

498,459

(Million Baht)

Total
17,609
311,617

42,389
62,743
53,721
28,400
516,479
1,835

(165)
318,149




(Million Baht)

Consolidated
December 31, 2002
Special ub-

Normal .  Mention  Standard Doubtful Loss Total

Agricultural and mining 12,428 462 207 449 3,434 16,980

Manufacturing and commerce 229,116 7,271 2,525 7,187 59,611 305,710
Property development and

construction 22,620 1,489 442 1,481 17,085 43,117

Infrastructure and services 50,308 1,271 610 1,565 9916 63,670

Housing loans 26,586 1,357 548 1,023 12,996 42,510

Others : 31158 —565 _166 327 —5.585 37,801

372,216 12415 4.498 12032 108627 509,788

Unearned discounts received

in advance (75
. Total 509,613
(Million Baht)
The Bank
June 30, 2003
Special Sub
Norma] Mention  Standard Doubtful Loss Total
Agricultural and mining 12,910 727 214 364 2,855 17,070
Manufacturing and commerce 231,579 9,170 2,999 4,698 36,083 284,529
Property development and

construction 20,178 © 1,788 752 1,602 11,263 35,583
Infrastructure and services 43,847 2,908 1,175 1,262 7,359 56,551
Housing loans 34,271 2,544 919 1,175 9,750 48,659
Others S0 63 10 28 208 5367
393.147 17,740 6,249 9,319 69,608 496,063

Unearned discounts received
in advance 165
Total 495898
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(Million Baht)
The Bank
December 31, 2002

Special Sub
Normal Mention  Standard Doubtful Loss Total
Agricultural and mining 12,376 457 207 449 2,929 16,418
Manufacturing and commerces 227,099 6,859 2,525 7,187 39,253 282,923
Property development and
construction 22,062 . 1,355 442 1,481 12,262 37,602
Infrastructure and services T 49,113 1,141 610 1,565 7,430 59,859
Housing loans 25,758 1,238 548 1,023 9,225 37,792
Others 58,661 — 406 166 321 4480 64,040

395,060  11.456 4.498 12,032 15579 498,634

Unearned discounts received
in advance _ (1759
Total 498,459
5. Classified by Account Status

(Million Baht)
Consolidated
" June 30, 2003
Loans and Outstanding Debt % Used for
Accrued Interest after Deduction of Providing Providing
Receivables Collateral Value The Provision Amounts
Normal 378,692 93,985 1 3,786
Special Mention 20,471 4,374 2 410
Sub-Standard 6,249 1,335 20 267
Doubtful 9,319 2,996 v 50 1,498
Loss 101,748 42,093 100 42,093
Allowance established in |
excess of BOT regulations - - 20,270
516,479 144,783 68,324
Kasikorn Factoring Co.,Ltd. 1,835 1,802 87
Unearned discounts received
in advance __(165) 165 -
Total 518,149 146,420 68411

56



Normal

Special Mention
Sub-Standard

Doubtful

Loss

Allowance established in

excess of BOT regulations

Unearned discounts received
in advance

Total

Normal

Special Mention
Sub-Standard

Doubﬁﬂ

Loss

Allowance established in

excess of BOT regulations

Unearned discounts received
in advance

Total

Loans and
Accrued Interest
Receivables

372,216

12,415
4,498
12,032
108,627

509,788

(175)
309613

Loans and
Accrued Interest
Receivables

393,147

17,740
6,249
9,319
69,608

496,063

(165)

57

Consolidated
ece
Outstanding Debt % Used for
after Deduction of Providing
Collateral Value The Provision
97,040 1
1,776 2
1,272 20
3,988 50
43,983 100
148,059
— 175
147,884
The Bank
June 30, 2003
Outstanding Debt % Used for
after Deduction of Providing

Collateral Value The Provision

114,140 1
3,270 2
1,335 20
2,996 50

26,748 100

148,489

165
148,324

(Million Baht)

Providing
Amounts

3,722

248

255

1,994
43,983

26,748

{Million Baht)

Providing
Amounts
3,931
355
267
1,498
26,748

15,058
47,857



Normal

Special Mention
Sub-Standard

Doubtful

Loss ‘

Allowance established in

excess of BOT regulations

Unearned discounts received
in advance

Total

Non-performing loans (NPL)

Loans and
Accrued Interest
Receivables

395,069

11,456

4,498
12,032
75,579

498,634
(175}
498,459

The Bank
December 31, 2002

Outstanding Debt % Used for
after Deduction of Providing
Collateral Value The Provision
124,640 1
1,667 2
1,272 20
3,988 50
28,606 100
160,173
— (175
159,998

{Million Baht)

Providing
Amounts
3,950
229
255
1,994
28,606

19,886
54.920

According to the BoT's directive dated January 16, 2003, non- performing loans (NPL) is redefined as sub-quality

loans, being outstanding loans of sub-standard, doubtful and loss loan accounts in accordance with the BoT's

guidelines including fully - provisioned loss loans which were previously written - off and effective for the

financial statements ended December 31, 2002.

Non-performing loans (including financial institutions) based on the above directive were summarized as

follows:

Non-performing loans
Total l6ans used for NPL ratio
calculation

Percentage of total loans

The Bank
85,387

495,634
17.23

June 30, 2003

Phethai - AMC
(Original principals) Ploy - AMC
29,847 972
36,503 8,857
81.77 10.97
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(Million Baht)

The Bank and

AMC
116,206

514,399
22.59



(Million Baht)
December 31, 2002

Phthai - AMC The Bank and
Non-performing loans 92,482 31,581 124,063
Total loans used for NPL ratio calculation” 500,890 38,898 510,568
Percentage of total loans 18.46 81.19 24.30

“'Total loans used for NPL ratio calculation are loans to general customers as presented in the balance sheet and loans

to financial institutions as included in interbank and money market items.

Non-accrual loans (including financial institutions) were as follows:

(Million Baht)
June 30, 2003
Phethai - AMC Kasikorn " The Bank and
The Bank  (Original principals)  Ploy - AMC Factoring Subsidiaries
Non-accrual loans 132,650 36,503 8,857 77 178,087
Total loans used for ratio
calculation 495,634 36,503 8,857 1,835 516,234
Percentage of total loans 26.76 100.00 100.00 4.23 34.50
(Million Baht)
December 31, 2002
Phethai - AMC The Bank and
Non-accrual loans 146,714 38,898 185,612
Percentage of total loans 29.29 100.00 36.35
Loans to listed companies which meet SET's criteria for delisting were as follows:
(Million Baht)
Consolidated
June 30, 2003 December 31, 2002
Loans and Allowance Loans and Allowance
Accrued for Accrued for
Interest Collateral Doubtful Interest Collateral Doubtful
Receivables Value _ Accounts  Receivables Value Accounts
Listed companies which

meet SET's ‘
criteria for delisting 1533 661 146 1875 1174 204
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Loans and
Accrued
Interest

Receivables

Listed companies
meet SET’s
1507

criteria for delisting

The outstanding balances of loans to the Bank's wholly owned subsidiaries are as follows:

Phethai Asset Management Co., Ltd.
Ploy Asset Management Co., Ltd.
Kasikorn Factoring Co., Ltd.

Phethai Asset Management Co., Ltd.

Ploy Asset Management Co., Ltd.

June 30, 2003

Collateral
Value

550

Type of loans
Bills

Bills
Bills

Loans

Type of loans
Bills

Bills

(Million Baht)

The Bank
Dcember 31, 2002
Allowance Loans and Allowance
for Accrued for
Doubtful Interest Collateral Doubtful
Accounts Receivables Value Accounts
126 1834 1073 483
(Million Baht)
June 30, 2003
Maturity Interest rate ount
3 Months 3-Month Fixed Deposit 15,190
3 Months 3-Month Fixed Deposit 10,810
1-3 Months ~ Money market Rate+2% 195
3 Years Fixed Rate 400
{(Million Baht)
December 31, 2002
Maturity Interest rate Amount
3 Months 3-Month Fixed Deposit 16,850
3 Months 3-Month Fixed Deposit 12,370
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Transferring of Sub-Standard Quality Assets to Thai Assets Management Corporation (TAMC)

* In accordance with Emergency Decree on the Thai Assets Management Corporation B.E. 2544, on October 12, 2001, the
Bank signed an Asset Transfer Agreement with TAMC to transfer eligible sub-standard quality assets outstanding as of
December 31, 2000 to TAMC. All rights and duties associated with each transferred sub-standard quality asset were
transferred to TAMC at a price determined by the appraised value of the underlying collateral assets, provided that the price
does not exceed the book value of credits extend, less existing provisions outstanding, as required by law on the transfer date.
TAMC has 180 days from the date of each transfer to examine any transferred assets. TAMC will then quote the transfer
price within seven days after the end of the examination period. After confirming the price, TAMC will issue non-
transferable 10-year callable promissory notes guaranteed by FIDF. The note will bear interest equal to the weighted average
of deposit rates of five major banks, which will be paid at the end of each year by means of a non-transferable, extendable
1-year promissory notes, guaranteed by FIDF. The rights to these notes and the receive notes are included within investments

in held-to-maturity debt instruments.

In accordance with the Emergency Decree on the Thai Assets Management Corporation, (B.E.2544), and the Asset Transfer
Agreement, TAMC and the Bank will share jointly the profits and responsibility for any losses on transferred assets, which
are payable on the fifth and the tenth anniversaries of the transfers, starting from July 1, 2001. In the case of losses, the Bank
will first be responsible for any loss, not exceeding 20% of the transfer price. The second portion of losses, again not
" exceeding 20% of the transfer price, will be equally shared by TAMC and the Bank. Any remaining loss would then be
absorbed by TAMC. In addition, expenses of TAMC are included in the calculation of gain or loss sharing. In the case of
profit, the first portion of profits up to 20% of transfer price is to be shared equally by TAMC and the Bank. Should there be
any profit over and above this, the Bank is entitled to the remainder up to the gross book value of the assets, less the transfer

price and the Bank's share in the first portion of the profits.

For the six-month period ended June 30, 2003 and 2002 the Bank transferred to TAMC sub-quality assets relating to 9
borrowers and 27 borrowers with a gross book value (as of their transfer dates) of Baht 110 million and Baht 1,838 million,
respectively (up to June 30, 2003 totaling Baht 14,496 million). The estimated total transfer price was Baht 60 million and
Baht 511 million (up to June 30, 2003 totaling Baht 10,169 million). As of June 30, 2003, the Bank received promissory
notes from TAMC of Baht 9,843 million and TAMC is examining the remaining assets of Baht 326 million and will confirm

the transfer price in order to issue the note to the Bank within the aforementioned timeframe.
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4.6  Troubled Debt Restructuring

For the six-month periods ended June 30, the Bank and its subsidiaries (Phethai - AMC and Ploy - AMQC) engaged in
debt restructuring contracts as follows:

{Million Baht)
Consolidated The Bank
2003 2002 2003 2002
Total Total Total Total
Outstanding Outstanding Outstanding Outstanding
Debt Before Debt After Debt Before Debt After
Cases Restructuring Cases Restructuring Cases Restructuring Cases Restructuring
Debt restructuring contracts
that incurred losses 3,159 22,518 2,265 9,164 2,798 18,400 1,941 6,137
Debt restructuring contracts )
that incurred no losses 9318 23,036 14,106 29,001 8,680 19,704 12,395 24,187
Total 477 45554 1631 3865 U478 38104 14336 30324
The following are debtors that resulted in losses on debt restructuring for the six-month periods ended June 30, 2003
and 2002.
(Million Baht)
Consolidated V
June 30, 2003
The Outstanding Debt Transferred Assets
Before After Loss on Debt
Types of Restructuring Cases Restructuring  Restructuring Types Fair Value Restructuring
Transfers of assets 2,642 12,163 - Cash, land, 7,854 4,309
premises
and investments
Changes of repayment conditions 366 8,394 7,715 - - 2,119
Debt restructuring in various forms 151 1,961 747 Cash, land, 1,069 368
premises
— I _ and investments A _
Total \ 3159 22,518 8.462 8923 6,796
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(Million Baht)

Consolidated
June 30, 2002
The OQutstanding eri Transferred Assets
Before . After Loss on Debt
Types of Restructuring Cases Restructuring  Restructuring Types Fair Value Restructuring
Transfers of aésets 1,960 2,966 - Cash, land, 1,811 1,155
premises

and investments

Changes of repayment conditions - 282 3,831 3,518 - - 684
Debt restructuring in various forms 23 2,367 1,487 Cash, land, 452 957
premises
- - . and investments . -
Total ‘ 2,263 2.164 5,005 2,263 2,796
{Million Baht)
The Bank

June 30, 2003

The Qutstanding Debt Transferred Assets
Before : After Loss on Debt
Types of Restructuring Cases  Restructuring  Restructuring Types Fair Value Restructuring
Transfers of assets 2,544 11,567 - Cash, land, 7,329 4,238
premises
and investments
Changes of repayment conditions 113 5,057 4,670 - - 1,572
Debt restructuring in various forms 141 1,776 719 Cash, land, 926 353
premises
- —_ —_— and investments  _____ .
Total ' 2798 , 18400 3,389 8255 6163
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(Million Baht)

The Bank
June 30, 2002
The Qutstanding Debt I'ransferred Assets
Before After Loss on Debt
Types of Restructuring Cases  Restructuring  Restructuring Types Fair Value Restructuring
Transfers of assets 1,785 2,293 - Cash, land, 1,279 1,014
premises
and investments
Changes of repayment conditions 141 1,999 1,985 - - 249
Debt restructuring in various forms 15 1,845 1,167 Cash, land, 429 702
premises
- - J— and investments __ .
Total 1941 6,137 152 L1708 1,965

The Bank and its subsidiaries measure expected recoverable amounts of restructured loans by changing repayment

conditions using present value of future cash flows discounted with market rate.

Terms of debt restructuring agreements of debtors which restructured by changing repayment conditions and

restructured in various forms that resulted in losses on debt restructuring during the six-month periods ended June 30,

are as follows:

(Million Baht)
The Bank
2003 2002
The Qutstanding Debt The Outstanding Debt

Terms of débt Before After End of Before After End of
restructuring agreements  Cases  Restructuring Restructuring  Period Cases Restructuring Restructuring  Period
Less than 5 years 231 2,165 1,399 800 104 1,358 680 574
5to 10 years 11 1,089 411 408 25 419 405 374
Over 10 years 12 3579 3579 3.566 21 2.067 2.067 2.029
Total 234 6.833 5389 4774 156 3.844 3.152 2977
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(Million Baht)

2003
Phethai - AMC Ploy - AMC
The Outstanding Debt The Qutstanding Debt
Terms of debt Before After End of Before After End of
restructuring agreements  Cases Restmicturing  Restructuring ~ Period Cases Restructring Restructuring  Period
Less than 5 years 169 1,270 952 1,133 25 825 713 596
5o 10 years 29 754 735 875 3 9 9 10
Over 10 years 32 410 —410 507 S —234 254 241
Total 230 2434 2,097 2515 3 L08R 16 853
The Bank and its subsidiaries recognized interest income from debt restructuring as follows:
{Million Baht)
Consolidated
Ear the Three-Month Periods Eor the Six-Month Periods
Ended June 30 Ended June 30
2003 2002 2003 2002
Debt restructuring contracts that incurred losses 909 )Y 1,295 743
The Bank
For the Three-Month Periods For the Six-Month Periods
Ended June 30 Ended June 30
2003 2002 2003 2002
Debt restructuring contracts that incurred losses 379 262 672 541

As of June 30, 2003 and December 31, 2002, the Bank had commitments to extend additional loans to these borrowers

as follows:
(Million Baht)
Consolidated and The Bank
June 30, 2003 December 31, 2002
Debt restructuring contracts that incurred losses 116 109

As of June 30, 2003 and December 31, 2002, the Bank and its subsidiaries had outstanding balances on debtors which

were restructured during the period /year as follows:

(Million Baht)
Consolidated The Bank
Jupe 30, 2003 December 31, 2002 June 30,2003 December 31, 2002
Debt restructuring contracts that incurred losses 8,142 5,711 4,774 3,235
Debt restructuring contracts that incurred no losses 15,987 30,716 14,764 28.270
Totl 24129 36427 19,538 3L50S
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4.7

As of June 30, 2003 and December 31, 2002, the Bank and its subsidiaries had outstanding balances relating to all

restructuring debtors which had been performing in accordance with debt restructuring agreements as follows:

Debt restructuring contracts that incurred losses 24,918

Debt restructuring contracts that incurred no losses 71,691

Total

Allowance for Doubtful Accounts

The movements in the allowance for doubtful accounts during the period/year are as follows:

Balance at beginning of the period 3,722

Transferred from investments in

receivables ‘ 39
Doubtful accounts (reversal) 25
Bad debts recovered -
Bad debts written off -

Allowance for loans transferred to

TAMC -

Others

Balance at ended of the period 3,786

Total

Kasikorn Factoring Co.,Ltd

_ (Million Baht)
Consolidated The Bank
June 30,2003 December 31, 2002 June 30, 2003 December 31, 2002
20,546 22,296 18,128
—81.698 59323 13.871
96,609 102,244 81619 22,005
(Million Baht)
Consolidated
June 30, 2003
Allowances
Established in
Special Sub- Excess of BoT
Mentien Standard  Doubtful Loss Regulations Total
248 255 1,994 43,983 26,748 76,950
8 - - 301 44 392
154 12 (496) (87) (6,522) (6,914)
- - - 909 - 909
- - - (3,047) - (3,047)
- - - (50) - (50)
- - - 84 - 84
a0 26 1498 42003 20270 68324
— 87
68411
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Balance at beginning of the year

Doubtful accounts (reversal)

Bad debts recovered

Bad debts written off

Reversal based on BoT policy

Allowances for loans transferred to
TAMC

Others

Balance at ended of the year

Balance at beginning of the period

Doubtful accouﬁts (reversal)

Bad debt recovered

Bad debt written off

Allowance for loans transferred to
TAMC

Others

Balance at ended of the period

3,562
160

3,950
(19)

Consolidated
December 31, 2002

{(Million Baht)

Allowances
Established in
Excess of BoT
Regulations  Total
25,647 51,326
1,101 (3,481)
- 10,525
- 4,570)
- 25,686
- (1,418)
_— 118

43983 26748 76950

Special  Sub-

Mention Standard Doubtful Loss
223 685 3,411 17,798
25 430) (1,417 (2,920)
- - - 10,525
- - - (4,570)
- - - 25,686
- - - (1,418)
- - = (1,118)
248 255 1994

The Bank
June 30, 2003

Special  Sub-

Mention Standard Doubtful Loss
229 255 1,994 28,606
126 - 12 (496) (693)
- - - 909
- - - (1,925)
- - - (50
- _- - _{99)
335 267 1498 26748
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(Million Baht)
Allowances
Established in
Excess of BoT
Regulations  Total
19,886 54,920
(4,828).  (5,898)
- 909
- (1,925)
- (50)
ez (99
15058  42.857



(Million Baht)
The Bank
December 31, 2002

Allowances
Established in
Special Sub- Excess of BoT
Normal Mention Standard Doubtful Loss Regulations  Total
Balance at beginning of the year 3,828 204 647 3,410 - 16,912 25,001
Doubtful accounts (reversals) 122 25 (392) (1,416) (5,039) 2,974 (3,726)
Bad debts recovered - - - - 10,525 - 10,525
Bad debts written off - - - - (1,193) - (1,193)
Reversal based on BoT policy - - - - 25,686 - 25,686
Allowances for loans sold to
TAMC - - - - (1,418) - (1,418)
Others - - - —_ 45 - 45
Balance at ended of the year 3.950 229 255 1,994 28,606 19,886 54,920

- 4.8  Revaluation Allowance for Debt Restructuring

The movements in the revaluation allowance for debt restructuring during the period/year were as follows:

(Million Baht)
Consolidated The Bank
June 30,2003 December 31,2002  June 30,2003 December 31, 2002

Balance at beginning of the period/year 2,755 3,781 2,647 3,699
Addition (reversal) 2,559 (393) 1,217 (625)
Change of classification 843 - - -
Amortization 1,026} {633) {433) {427)
Balance at end of the period/year 5,131 2,755 3431 2.647

49 Normalized Provisioning
The movements in the normalized provisioning during the period/year were as follows:

(Million Baht)

Consolidated and The Bank

June 30, 2003 December 31, 2002
Balance at beginning of the period/year 800 -
Addition _ 400 800
Balance at end of the period/year 1,200 800
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410 Properties Foreclosed

Properties foreclosed consisted of:

(Million Baht)
Consolidated
June 30, 2003
Type of Foreclosed Properties Balance Addition Disposal Balance
1. Assets acquired from debt repayment
1.1 Immovable assets 18,063 1,717 (2,306) 17,474
1.2 Movable assets __ 26 — - 26
Total . 18,089 1,717 (2,306) 17,500
2. Others | 1442 _20 _a39) 1323
Total Foreclosed Properties 19,531 1,737 (2,445) 18,823
Less Allowances for impairment (4,444) 162 __555 {4,051)
Total Foreclosed Properties — net 15,087 1,575 (1,890) 14772
{Million Baht)
Consolidated
December 31, 2002
Type of Foreclosed Properties Balance Addition Disposal Balance
1. Assets acquired from debt repayment
1.1 Immovable assets 17,847 3,232 (3,016) 18,063
1.2 Movable assets __26 - - __26
Total 17,873 3,232 (3,016) 18,089
2. Others _1.100 _377 _(3%5) _1.442
Total Foreclosed Properties 18,973 3,609 (3,051) 19,531
Less Allowances for impairment 4.121) {838) _515 (4.444)
Total Foreclosed Properties — net 14,852 27711 2.536) 15,087
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Type of Foreclosed Properties

1. Assets acquired from debt repayment

1.1 Immovable assets
1.2 Movable assets
Total
2. Others
Total Foreclosed Properties
Less Allowances for impairment

Total Foreclosed Properties - net

Type of Foreclosed Properties

1. Assets acquired from debt repayment

1.1 Immovable assets
1.2 Movable assets
Total
2. Others
Total Foreclosed Properties
Less Allowances for impairment

Total Foreclosed Properties - net

The Bank
June 30, 2003
Beginning
Balance Addition Disposal
14,701 1,085 (1,526)
26 LI -
14,727 1,085 (1,526)
376 20 (113
15,103 1,105 (1,639
(4.034) 58 544
11,060 247 (1.095)
The Bank
December 31, 2002
Beginning
Balance Addition Disposal
15,512 1,559 (2,370)
26 | — e
15,538 1,559 (2,370)
— 6 375 —
15,544 1,934 (2,375)
3,910 630 __506
11.634 1,304 (1.869)
70

(Million Baht)

14,260
26

- 14,286
283
14,569

(Million Baht)




4.11

Classified Assets

Assets of the Bank and its subsidiaries classified as investments, loans and accrued interest receivables (including

financial institutions), or properties foreclosed or other assets were categorized by quality in compliance with the BoT

regulations, taking into account analyses of each loan and appraisal of the financial standing of each borrower, as

follows:

Normal

Special Mention
Sub-Standard
Doubtful

Loss

Total

Normal

Special Mention
Sub-Standard
Doubtful

Loss

Total

Investments

Investments

6.957

Loans and Accrued

Interest Receiyables
381,094
20,471
6,249
9,346
102,386
319,546

Loans and Accrued

Interest Receivables

375,755
12,415
4,498
12,032
109,280
513,980

71

Consolidated
June 30, 2003

Properties

Foreclosed

Consolidated
December 31, 2002

Properties

Foreclosed

2,024

Other Assets

59

Other Assets

9

{Million Baht)

Total
381,153
20,471
6,249
9,346
111179
328,308

(Million Baht)

Total
375,764
12,415
4,498
12,032
119,814
524,523



Normal

Special Mention
Sub-Standard
Doubtful

Loss

Total

Normal

Special Mention
Sub-Standard
Doubtful

Loss

Total

Investments

3.947
3.047

Investments

Loans and Accrued

Interest Receivables

393,791
17,740
6,249
9,319
10,196
497,295

Loans and Accrued

The Bank
June 30. 2003

Properties

Foreclosed

The Bapk
December 31, 2002

Properties

Interest Receivables Foreclosed

398,652
11,456
4,498
12,032
_76.188
202,826

72

1.829
1829

Other Assets

1,370

Other Assets

1,294
1,294

(Million Baht)

393,791
17,740
6,249
9,319
_17.099
504,198

(Million Baht)

Total
398,652
11,456
4,498
12,032
_R4,154
510,792



£L

“asn U [[ns Jnq payeroaidap A[ny a1om ‘A[pAn0adsal ‘UK 60€°9 Ied PUE UON[TW 8L IYed JO 1500 [eWBLO Ue Y juatdmbo

pue sostumaxd ‘7007 ‘[ ¢ Joqusaa pue £00Z ‘0F SUN[ JO SV "(A[9An2odsal ‘UM 6, e PUe UK G/ JYBE JO UOHEN[eAd] Suippmq uo uoneraidep Surpnpour ) ‘Apanoadsar uorinu

GG ey PUB UOHJNU S¢/, TYeg 0} PAJUNOWE 707 PUB £00T ‘0F 2Un{ Papus Spoliad (HIOWI-XIS oY) 10} SSLIEIPISqNS S)I pure JUBE Y3 JO HUOOUL JO JUSUIS]E]S o) UT peyussaxd uonersido

W TRTTL
6 IS 7
168°€ $R0'p
9 9
120°¢ 860'€
909 £L1%9
886'S 266
(144 66v'C

3M[EA Y0og

(yqeq uolJIA)

154 on
65€ )
98p 9

£

1343

wr

per Sy (€3] 574 T5CFT 8T8 (vx4y] T IILTt
173 m (2 w 996 VAY) &L WS
y1£°01 (€8) €43 9.8 SOTYT ($6) (1143 096€1
v - - 4 ol - - ot
6L8°1 m SL S08°1 006y (£) - £06'y
£56°C (€) sel 128°C SEE'6 (s 174 LEE6
. R - . 886°S (7} - 766°S
R - - - 8L6T (€n - 166'C
aotereq OO BYSUEY]  Tonenardag ey Soueeg JHO IJ5UeT] W I5§50eT], ey
smpug Jresodsiq SwImIsE Smpug fresodstq fesEpm| Sumurdsyg
TORErId3(] pare[aumady; JO a5 Ue) am.cU. Jo asuey)H

€00¢ "0t oun]

PojepIosuo)

el
SBYO
yuamdmby
007 -
0007 W -
1500 pan[eAsy
150D
Bupimg
000T UI 3502 panjeasy
150D

pur]

*SMO{[0] S PIZLIBUINS S8 €007 ‘0€ Sunf papua sporiad yjuowd-xis oty 1oy yuswdmba pue sostwaid ur soFuey)

jyuamdinby pue sastwaag  ZI'b



i

“asn ux [[s 1nq pojeroordop ANy o1om ‘A[eanoadsaI ‘WO §£7°9 WEE PUE O[T 80L°9 1YBE JO 1500

[eurSto ue yim juswmdimbs pue sestmord 7007 ‘1€ 12qUESS PUB €007 ‘0€ SUn[ JO SV “(A[2Anoadsar ‘uorj[iur 6/ Jyeg pue wol[iu G/ Jyed Jo uonen[eAds Surpjmq uo uoneraxdsp Surpnjour)

‘AjoAnoodsal ‘UL £ JYed PUe UOH[IT L[/ Weg 0} PAYUNOWE 70OZ PUE £007 ‘0F Sunf popuo spoued Yyuow-XIs oY) 10§ Yueg 1) JO SWIOOUL JO JUSWSIEYS oY) Ul pajussard uoneraida

¥R TC T08°12
006 oA
658°C (2913 2
9 9
120°E 260'¢
p6S°S LOL'S
886°S 66°S
9T Wt
swEEd sweEd

Swipuy =~ Summuidsg
—oWEAYood

(eq uoIN)

SRR

v¥e

89

ETS

©

T

vy

B0TT 28 2 TreT FIcTE
- - - - —_— .cal
#8201 (€6) 91§ 1986 erI‘yl
14 - - b or
6L8°T m SL S08°T 006t
168°C (©) 9zl 87LT 6898
- - - - 886°'S
- - - - ¥88°C
B O MSURY) Tonerardsqy — 9oue BRI

swpug 7SOl

Suumdsg  Supry

(119 goTT
(S8E) (37
(s6) £2¢
(€) -
@n 44
) -
(I -

WO LSTEI]  UTI9fSuer]
fEsodsTq RSy

UOTjE001da(] POFE[IINoO0Y JO S5Uey)

£00Z 0t suny

Sueg UL

9T69¢
(44
ST6'ET
o1
€06y

6L9°8

T66'S
. S68°T

1507 JO S5UET)

B0l
S1YO
yuaudinbgy
700Z Ut -
000T W -

1500 panjeAdy]
150D
fupping

0007 UT3509 panjeasy
150D

pueT



4.13 Deferred Tax Assets and Deferred Tax Liabilities

Deferred tax assets consisted of:

{Million Baht)
Consolidated
June 30, 2003 December 31, 2002
Allowance for impairment of investments 13 13
Allowance for impairment of buildings 1 1
Allowance for doubtful accounts 26 -
Adjustment from operating leases to financial leases 3 -
Total ‘ 43 14
Deferred tax liabilities consisted of:
(Million Baht)
Congolidated and The Bank
June 30, 2003 December 31, 2002
Appraisal surplus 2,705 2,729
Revaluation surplus on investments 1.394 1333
Total 4,099 4,062
4,14 Deposits
Deposits were classified as follows:
1. Classified by Type.of Deposits
(Million Baht)
Consolidated The Bank
June 30, 2003 December 31, 2002 June 30, 2003 December 31, 2002
Current 30,910 26,499 31,218 26,978
Savings 313,894 281,959 314,076 282,087
Term
- Less than 6 months 257,740 273,333 257,740 273,333
- 6 months and less than 1 year 5,629 5,903 5,629 5,903
- 1 year and over 1 year 69481 63,699 69,481 63,699
Total 677.654 651,393 678,144 652,000
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2. Classified by Maturity of Contracts
{(Million Baht)
Consolidated The Bank
June 30, 2003 December 31, 2002 June 30, 2003 December 31, 2002
Within 1 year 628,407 638,654 628,897 639,261
Over 1 year 49247 12739 49,247 12,739
Total 677,654 651393 678,144 652,000
3. Classified by Currencies and Residency of Depositors
 (Million Baht)
Consolidated
June 30, 2003 . December 31, 2002
Domestic Foreign Total Domestic Foreign Total
Baht 661,409 13,510 674,919 637,385 11,756 649,141
US Dollars 1,953 244 2,197 1,678 177 1,855
Other currencies 450 88 538 324 73 397
Total 663.812 13,842 677,654 639.387 12,006 651,393
(Million Baht)
The Bank
June 30, 2003 December 31, 2002
Domestic Foreign Total . Domestic F_ogigg Total
Baht 661,899 13,510 675,409 637,992 11,756 649,748
US Dollars 1,953 244 2,197 1,678 177 1,855
Other currencies 450 88 538 324 73 397
Totl 664302 13842 §I8144 69994 12006 652000
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4.15 Interbank and Money Market Items (Liabilities)

Interbank and money market items (liabilities) consisted of:

1. Domestic
The BoT and FIDF
Commercial banks
Other banks
Finance, finance and

securities, securities and

credit foncier companies

Other financial institutions
Total Domestic
2. Foreign
US Dollars
Yen -
Other currencies
Total Foreign

Total Domestic and Foreign

Atcall

412
211

896
905
2424

257

]

» (Million Baht)
Consolidated

e 30, 2003 December 31, 2002
Term Total Atcall Temm Total
5 5 - 28 28
760 1,172 444 - 444
- 211 172 - 172
83 979 878 97 975
2,052 2,957 1577 2,053 3.630
2,900 5324 3.071 2,178 5,249
3 260 97 19 116
- 73 78 - 78
- 204 250 - _250
-3 337 _425 19 _444
2,903 3.861 3.496 2197 3.693
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December 31, 2002

The Bank
June 30, 2003
Atcall Term Total At call
1. Domestic
The BoT and FIDF - 5 5 -
Commercial banks 242 - 242 444
Other banks 21 - 211 172
Finance, finance and
securities, securities and
credit foncier companies 896 83 979 878
Other financial institutions _90s8 2.052 2.957 1.577
Total Domestic 2,254 2,140 4,394 3.071
2. Foreign
US Dollars 257 3 260 97
Yen 73 | - 73 78
Other currencies _204 - 204 250
Total Foreign v _ 534 3 _ 537 _425
Total Domestic and Foreign 2,788 2,143 4931 3.496

416 Long-Term Borrowings

Long-term borrowings consisted of:

June 30, 2003

Domestic

Subordinated Debentures (Note 4.17) -
Subordinated debentures cum

preferred shares (Note 4.18) 19,967
Subordinated Debentures of the
Thai Farmers Bank Plc. No.2

{Note 4.18) 20,000

Total 39,967

Foreign

78

8,354

Consolidated and The Bank
December 31, 2002

Total
8,354

19,967

Domestic

19,967

Term

28

Foreign
8,589

{(Million Baht)

28
444
172

975
3.630

5,249

116

(Million Baht)

Total
8,589

19,967



4.17 Subordinated Debentures and Warrants

The Board of Directors in its meeting on September 29, 1994 approved the issuance of 7.5 million units of
subordinated debentures having a face value of Baht 1,000 each, with a seven-year maturity at a price of Baht 1,000
each totaling Baht 7,500 million carrying 29.875 percent coupon rate payable semi-annually. On October 12, 2001,
the Bank has redeemed those subordinated debentures due to maturity.

The debentures were issued with 75 million warrants, having a five-year maturity, at a price of Baht 40 each totaling
Baht 3,000 million. An investor buying one unit of debenture received 10 warrants, each of which can be exercised
quarterly over their maturity for a Baht 10 par value ordinary share at a price of Baht 188 each. Later the exercised
price was changed to Baht 181.692 as effective from August 5, 1996. The subscription period was during October 10-
12, 1994. On August 20, 1999, the exercise price was adjusted to Baht 119.764 and the exercise ratio of ordinary
shares was 1.51708 per 1 unit of warrant. September 30, 1999 was the last &ay to exercise the right. There were 18
warrants exercised for 27 ordinary shares amounting to Baht 119.764 per share and totaling Baht 3,233. The Bank
registered the increase in paid-up capital from Baht 11,765,473,450 to Baht 11,765,473,720 with the Ministry of
Commerce on October 13, 1999. The Bank has transferred the remaining warrants as the surplus of the expired

warrants on October 1, 1999.

The Board of Directors in its meeting on July 25, 1996 approved the issuance of US$ 200 million of unsecured
subordinated debentures, having a face value of US$ 100,000 each, with a twenty-year maturity offered at a price of

USS$ 98,997 each on August 21, 1996 carrying a 8.25 percent coupon rate payable semi-annually.

In addition, the second issuance of warrants of 100 million units having a six-year maturity, were offered to existing
shareholders in the ratio of eight ordinary shares for each warrant, at a price of Baht 25 each totaling Baht 2,500
million. Each warrant can be exercised quarterly over their maturity for a Baht 10 par value ordinary share at a price
of Baht 200 each. The subscription period was during September 4-12, 1996. On August 20, 1999, the exercise price
was adjusted to Baht 131.832 and the exercise ratio of ordinary shares was 1.51708 per 1 unit of warrant. The last
exercise date was September 16, 2002 and these expired warrants amounting to Baht 2,520 million have been

presented in the financial statements as premium on expired warrants.

A resolution was passed by the Extraordinary Meeting of Shareholders held on August 11, 1999 authorizing (i) the
issuance and offering for sale of 50,000,000 units of warrants for ordinary shares of the Bank to the Bank employees,
except for directors, under a three-year scheme to consider appointing the Selection Committee to be approved by the
shareholders, and (ii) allocating 50,000,000 new 6rdinary shares from the increase of the authorized share capital, with
a par value of Baht 10 each, to support the exercise of the warrants for ordinary shares of the Bank to be issued and

offered for sale to Bank employees, except for directors, under the above scheme.
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Warrants issued to Bank employees (except directors) consisted of:

Details of Warrants

1. Offering date

2. Maturity -

3. Offering price

4. Right to exercise

5. Exercise price

6. Exercise date

(every last business day)

7. Term of exercise period

Phase 1 Phase 2 Phase 3
August 1-31, 2000 ‘ December 7-28, 2001 December 2-30, 2002
five-year and four-month five-year and one-day five-year
. zero Baht zero Baht zero Baht

1 warrant : 1 ordinary share 1 warrant : 1 ordinary share 1 warrant : 1 ordinary share

30 Baht 30 Baht 27.82 Baht
June and December June and December March , June,
September and December

Dec. 28, 2001 - Dec. 30, 2005 Dec. 30, 2002 - Dec. 29, 2006 Dec. 30, 2003 ~ Dec. 30, 2007

8. Total offered 18,500,000 units 5,000,000 units 26,500,000 units

9. Total allocated 15,612,600 units 3,962,500 units 26,490,560 units

10. Total allocated and accepted 15,586,300 units 3,885,300 units 26,048,380 units
(Unit : Unit)

The movements of warrants during the period/vear Phase 1 . Phase 2 Phase 3 Total
Beginning balance as of January 1, 2002 14,359,900 3,885,300 - 18,245,200
Add Warrant issued during the year - - 26,048,380 26,048,380

Less Exercised

Less Exercised right terminated from

employee's retirement (546,000) (591,900) - (1,137,900)

Ending balance as of December 31, 2002 13,813,900 3,293,400 26,048,380 43,155,680

Less Exercised (903,200) (67,500} - (970,700)
Less Exercised right terminated from

employee's retirement (484,700) (114,400) (156,510) (755,610)

Ending balance as of June 30, 2003 12,426,000 3,111,500 25,891,870 41,429,370
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4.18 Subordinated Debentures Cum Preferred Shares No.1 (Commonly referred to as “SLIPS’) and Subordinated

Debentures No.2

On January 11, 1999, the Bank jointly and simultaneously issued 547,345 Class A Preferred Shares (the “Preferred
Shares™), with a par value of Baht 10 per share and a liquidation preference of US$ 1,000 per share, and 547,345
Subordinated Debentures Cum Preferred Shares of the Thai Farmers Bank Public Company Limited No. 1
(“Debentures #1"), with a face value of US$ 1,000 per debenture, for total proceeds of US$ 547,345,000 (Baht
19,999,986,300). These securities were purchased by The Preferred Shares-Subordinated Debentures of Thai Farmers
Bank Plc. Fund (the “Fund”) with the proceeds from the Fund's offering of Investment Units to institutional investors.
The Bank and the Fund entered into a Master Investment Contract (the “Contract”) that sets forth certain terms and

conditions for the securities.

The Preferred Shares are noncumulative. The Bank must declare and pay a full dividend on the Preferred Shares if it
declares and pays a dividend on ordinary shares of the Bank. The amount of the dividend on the Preferred Shares shall
be limited to Baht 1 per share per annum if either the Bank continues to pay interest on the Debentures #1 in full or the
liquidation preference of the Preferred Shares has been reduced to par as discussed below. If the Bank has not
continued to pay interest in full on the Debentures #1, the dividend on the Preferred Shares shall be equal to the annual
interest not paid on the Debentures #1. If the Bank does not declare and pay a dividend to ordinary shareholders and,
therefore, is not required to pay a dividend on the Preferred Shares, the Bank still has the option to pay part or all of
the dividends on the Preferred Shares if there are sufficient retained profits or not to pay any dividend. Upon a
redemption of the Debentures #1, the liquidation preference of the Preferred Shares is reduced to par value and each

Preferred Share shall be converted into one ordinary share of the Bank under the terms set forth in the Contract.

The Debentures #1 mature upon liquidation of the Bank. 'They are redeemable early at the optic_)n of the Bank, and
upon approval of the Bank of Thailand, if the Debentures #1 and Preferred Shares no longer qualify as tier 1 capital of
the Bank or if interest payments under the DeBennues #1 are no longer deductible as an expense for income tax
purposes. Otherwise, they are redeemable at the option of the Bank after five years. The Debentures #1 bear interest at
a stated rate of 19.32% per annum payable semi-annually, though the effective interest rate is higher as discussed
below. The Bank is only required to pay such interest if it would otherwise be required to pay dividends on the
Preferred Shares. If the Bank is not required to pay interest, the Bank still may pay part or all of the interest at its

option.

The Contract stipulates that, prior to redemption of the Debentures #1, the Preferred Shares may only be transferred to
another person if the Fund simultaneously transfers the Debentures #1 to the same person and such person agrees to be
bound by the Contract. Also under the Contract, the Fund and the Bank agree that, upon redemption of the Debentures
#1, the liquidation preference of the Preferred Shares is reduced to par and each Preferred Share shall be converted into
one ordinary share of the Bank. The Contract also effectively converts the Debentures #1 from a US$ obligation to a
Baht obligation by fixing the Baht equivalent exchange rate for interest payments and redemption to the exchange rate
officially declared by the Bank of Thailand on the day immediately prior to the issue date of the Debentures #1. The
resulting effective Baht denominated interest rate for the Debentures #1 is 23% per annum. Under the Contract, it is

understood that redemption of the Debentures #1 by the Bank shall be deemed to be full payment to the Fund under
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4,19

the tem;s of the Debentures #1 and Preferred Shares as set forth in the prospectus and the Articles of Association,

respectively.

Also on January 11, 1999, the Bank issued 20,000,000 Subordinated Debentures of the Thai Farmers Bank Public
Company Limited No. 2 Due 2549 ("Debentures #2"), with a face value of Baht 1,000 per debenture, for total proceeds
of Baht 20,000,000,000. The Debentures #2 mature seven years after the issue date. They are redeemable early at the

option of the Bank, and upon approval of the Bank of Thailand, after five years. The Debentures #2 bear interest at
22.296175% per annum payable quarterly.

The Bank presented the transactions of the subordinated debentures cum preferred shares of Baht 19,999 million to
conform with the Institute of Certified Accountants and Auditors of Thailand's third interpretation titled The Hybrid
Financial Instruments Issued by Financial Institution. In this regard, the Bank presents the preferred shares and the
premiums on preferred shares totaling Baht 33 million as a part of shareholders’ equity and presents the remaining
Baht 19,967 million in the separate item under "Subordinated debentures cum preferred shares” as a part of liabilities.
However the total amount of subordinated debentures cum preferred shares can be counted as tier 1 capital as

permitted by the Bank of Thailand. The Debentures #2 of the Baht 20,000 million are presented as part of long-term

borrowings.
Capital Requirements

The ratios of capital to assets (Capital Adequacy Ratio) were calculated from the financial statements of the Bank and

include the risk assets of the Bank's two subsidiary asset management companies as follows:

(Million Baht)
June 30, 2003 December 31, 2002
Tier 1 Capital
Issued and fully paid up share capital, premiums on
share capital, warrants and premiums on warrants 78,557 78,557
Legal reserves 800 800
Other reserves 26,675 26,675
- Net loss after appropriation (80,097) (83,029)
Subordinated debentureé cum preferred shares 19,967 19,967
Total Tier 1 Capital 45,902 42,970
Tier 2 Capital
Surplus on land revaluation 4,189 4,192
Surplus on premises revaluation . 1,511 1,550
Surplus on marketable equity securities revaluation 277 -
Provision for normal assets 3,799 3,758
Subordinated debentures 16,491 20,561
Total Tier 2 Capital 26,267 30,061
Total Capital Requirements 72,169 13,031
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The BoT's regulations requires that banks registered in Thailand maintain a ratio of capital fund to assets and

contigencies of not less than 8.5% and that tier-1 capital must not be less than 4.25% of such assets and contigencies.

Capital adequacy ratios maintained by the Bank are as follows:

Total Capital Requirements

Tier-1 Capital

4.20 Legal Reserve

Percentage
June 30, 2003 December 31, 2002
13.87 14.34
8.82 8.44

According to Public Company Act, the Bank has to allocate at least 5 percent of its net income for the year, less

accumulated net loss (if any), to capital reserves until this reserved capital is not less than 10 percent of authorized

share capital.

4.21 Oth‘er Reserves

The Bank allocates part of its net income for the year to become other reserves which are classified or considered to be

general capital with no specific purpose.

4.22 Bad Debt and Doubtful Accounts (Reversal)

Bad debt and doubtful accounts (reversal) consisted of:

General customers
Financial institutions

Total

Kasikomn Factoring Co.,Ltd.

General customers
Financijal institutions

Total

(Miilion Baht)
Consolidated
For the Three-Month Periods For the Six-Month Periods
Ended June 30, ' Ended June 30,

2003 2002 2003 2002
(3,499) 451 (6,914) (740)
— Q8 (143) D (478
(3,527) 308 (6,965) (918)

2 3
(3.525) (6,962)
(Million Baht)
The Bank
For the Three-Month Periods For the Six-Month Periods
ded June Ended June 30,

2003 2002 2003 2002
(2,444) 462 (5,898) (698)
__(28) (143) — (51 (178)
2.472) 319 (5.949) (R76)
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4.23  Loss on Debt Restructuring

Loss on debt restructuring consisted of:

(Million Baht)
Consolidated
For the Three-Month Periods For the Six—»Month Periods
Ended June 30, Ended June 30
2003 2002 2003 2002
Net present value of cashflows lower
than investments in receivables 432 (1,185) 1,333 (557)
Transferred assets lower
than investment in receivables 2,457 973 5,109 1819
Total 2.889 £12) 6,442 1262
{(Million Baht)
The Bank
For the Three-Month Periods For the Six-Month Periods
ed June Ended June 30,
2003 2002 2003 2002
Net present value of cashflows lower
than investments in receivables 323 1,217 ' 1,217 (708)
Transferred assets lower
than investment in receivables ‘ 2,149 : _898 4,732 ‘ 1,584
Total 2472 £319) 2.949 16
424 Income Tax
Income tax consisted of:
(Million Baht)
Consolidated
For the Three-Month Periods For the Six-Month Periods
Ended June 30, Ended June 30,
2003 2002 2003 2002
Current income tax expense 17 i3 27 24
Deferred income tax expense relating to the
origination and reversal of temporary difference (16) (34) 7 (45)
Income tax expense 1 Qan - 2n
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4.25

(Million Baht)

The Bank
For the Three-Month Periods For the Six-Month Periods
Ended June 30, Ended June 30
2003 2002 2003 2002
Current income tax expense - : - - -
Deferred income tax expense relating to the
origination and reversal of temporary difference (13) 34) (24) (46)
Income tax expense 13) [KES] 24) 46)

The Bank has deferred income tax which are transferred directly to shareholders’ equity consisted of:

(Million Baht)
Consolidated and The Bank

For the Three-Month Periods ~ For the Six-Month Period

Ended June 30, Ended June 30,
2003 2002 2003 . 2002
Deferred income tax relating to appraisal
surplus revaluation decreased (13) (25) (24) 37
Deferred income tax relating to the change
‘in value of investment increased (decreased) 254 264 61 (26)
Assets Pledged as Collateral
Assets pledged as collateral consisted of:
‘ (Million Baht)
Consolidated and The Bank
June 30, 2003 December 31, 2002
Government bonds 5 5
State enterprise bonds 28 28
Total 33 33

The Bank has pledged these assets as collateral for electricity consumption and using as court collateral.
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4.26 Contingencies

Contingencies consisted of:

Aval of bills

Letters of indemnity-
borrowings

Other guarantees

Letters of credit

Exchange rate agreements
Purchase agreements
Sale agreements

Interest rate agreements
Purchase agreements
Sale agreements

Unused credit line of
overdraft

Others

Total

June 30, 2003
Baht Foreign Currency

366 -

123 6,066

24,837 4,507

302 9,918

302 45,874

- 183,139

- 11,117 -

- 11,117
106,002 -

162 4.531

132,094 276,269
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‘(Million Baht)
Consolidated
December 31, 2002

Total Baht Forei enc Total
366 261 - 261
6,189 140 6,190 6,330
29,344 24,706 3,955 28,661
10,220 380 8,496 8,876
46,176 - 48,819 48,819
183,139 324 172,211 172,535
11,117 - 11,559 11,559
11,117 - 11,559 11,559
106,002 103,353 - 103,353
4,693 137 6.125 6262
408,363 129301 268914 398,215



{(Million Baht)

The Bank ’
June 30, 2003 December 31, 2002
Baht Foreign Currency  Total Baht Forei urrenc: Total

Aval of bills | 366 - 366 261 - 261
Letters of indemnity-

borrowings 123 6,066 6,189 140 6,190 6,330
Other guarantees 24,837 4,462 29,299 24,706 3,955 28,661
Letters of credit ' 302 9,918 10,220 380 8,496 8,876
Exchange rate agreements

Purchase agreements 302 45,874 46,176 - 48,819 48,819

Sale agreements - 183,139 183,139 324 172,211 172,535
Interest rate agreements

Purchase agreements - 11,117 11,117 - 11,559 11,559

Sale agreements - 11,117 11,117 - 11,559 11,559
Unused credit line of

overdraft 106,002 - 106,002 103,353 - 103,353
Others 10 _as3 4,693 137 6125 _6262

Total 132,004 276,224 408318 129301 268914 398215

Under normal business operations, the Bank is a defendant in litigations against the Bank. These include cases of
wrongful acts brought against the Bank, with total claims amounting to Baht 746 million and Baht 792 million as of
June 30, 2003 and December 31, 2002, respectively. The Management believes that any liability resulting from

these litigations will not be material to the Bank's financial position or on the results of operations.
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4.27

Related Party Transactions

4.27.1 Loans and contingencies made to executive officers and to business entities where the Bank and its subsidiaries, their

directors or executive officers, holds 10% or more of their paid-up capital, are summarized as follows:

(ol

0ans

—

. Executive officers

»

their directors or executive officers,
hold 10% or more of the paid - up capital
Total

Contingencjes

" 1. Executive officers

2. Business entities where the Bank and subsidiaries,

their directors or executive officers,
hold 10% or more of the paid - up capital
Total

Loans

1. Executive officers
2. Business entities where the Bank,
its directors or executive officers,
hold 10% or more of the paid - up capital
Total
Contingencies
1. Executive officers
2. Business entities where the Bank,
its directors or executive officers,
hold 10% or more of the paid - up capital
Total

Business entities where the Bank and subsidiaries,

88

{Million Baht)
Consolidated
June 30, 2003 December 31, 2002
End of Period End of Year
19 24
2,190 2,530
2,209 2,554
12 _16
12 16
(Million Baht)
The Bank
June 30, 2003 December 31, 2002
End of Period End of Year
19 24
28,190 31.750
28,209 31,774
_12 16
=12 16



4.27.2 Related Party

Relationships between the Bank and other business entities where control exists consisted of:

Company Name

Phethai Asset Management
Co., Ltd.

Ploy Asset Management

~ Co., Ltd.

Thai Farmers Research Center
Co., Ltd. |

Progress Land and Buildings
Co., Ltd.

Kasikorn Factoring Co.,Ltd.

| K;mpai Co., Ltd.

Progress Plus Co., Ltd.

Progress Facilities Management
Co., Ltd.

Progress Services Co., Ltd.

Progress Management Co., Ltd.

Progress Storage Co., Ltd.

Progress Appraisal Co., Ltd.

Kasikorn Asset Management
Co., Ltd.

Progress Software Co., Ltd.

Thai Administrﬁtion Services Co., Ltd.

Type of
elationshi

Subsidiary

Subsidiary

Subsidiary

Subsidiary
Subsidiary
Subsidiary
Subsidiary

Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary

Subsidiary
Subsidiary
Subsidiary

% Shareholdin

Iune 30,2003 December 31, 2002

99.99%

99.99%

99.99%

99.99%
99.99%
99.99%
99.99%

99.98%
99.97%
99.93%
99.92%
99.84%

71.42%

60.00%
51.00%

89

99.99%

99.99%

99.99%

99.99%
20.00%
99.99%
99.99%

99.98%
99.97%
99.93%
99.92%

99.84%

71.42%
60.00%
51.00%

Type of share

Ordinary share
Ordinary share
Ordinary share

Ordinary share
Ordinary>share
Ordinary share
Ordinary share

Ordinary share
Ordinary share
Ordinary share
Ordinary share
Ordinary share

Ordinary share
Ordinary share
Ordinary share

e of Business

Asset Management

Asset Management

Service

Property Development

Lending
Service

Service

Service
Service
Service
Service

Service

Mutual Fund

Management

Service

Service



4.27.3 Significant transactions occurring between the Bank and related parties are summarized as follows:

Loans

Subsidiary Companies
Phethai Asset Management Co., Ltd.
Beginning balance
Deductions
Ending balance
Ploy Asset Management Co., Ltd.
Beginning balance
Deductions
" Ending balance
Accrued interest receivables
Subsidiary Companies

- Phethai Asset Management Co., Ltd.

- Ploy Asset Management Co., Ltd.

Deposits
Subsidiary Companies

- Phethai Asset Management Co., Ltd.

- Ploy Asset Management Co., Ltd.

Interest income
Subsidiary Companies
- Phethai Asset Management Co., Ltd.

- Ploy Asset Management Co., Ltd.

Interest income
Subsidiary Companies
- Phethai Asset Management Co., Ltd.

- Ploy Asset Management Co., Ltd.

(Million Baht)
The Bank
June 30, 2003 December 31, 2002

16,850 20,600
(1,660} (3,750)
15,190 16,850
12,370 16,380
(1.560) (4.010)
10,810 12,370
47 56
5 8
186 322
104 153
(Million Baht)
The Bank
For the Three-Month Periods Ended June 30,
2003 2002
61 _ 101
41 78
(Million Baht)
The Bank
For the Six-Month Periods Ended June 30,
2003 : 2002
132 217
92 167
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Loans to Phethai Asset Management Company Limited is 3-month bills with interest rate equals to the interest rate of a
3-month fixed deposit, on which deposits are pledged as collateral. As at June 30, 2003 and December 31, 2002, the
pledged deposits are Baht 186 million and Baht 322 million, respectively.

Loans to Ploy Asset Management Company Limited is 3-month bills with interest rate equals to the interest rate of a
3-month fixed deposit, on which deposits are pledged as collateral. As at June 30, 2003 and December 31, 2002, the
pledged deposits are Baht 104 million and Baht 153 million, respectively.

As at June 30, 2003 and December 31, 2002, the Bank has provided an allowance for doubtful accounts for Phethai
Asset Management Company Limited, classified as normal loans, amounting to Baht 152 million and Baht 169

million, respectively.

As at June 30, 2003 and December 31, 2002, the Bank has provided an allowance for doubtful accounts for Ploy Asset
Management Company Limited, classified as normal loans, amounting to Baht 108 million and Baht 124 million,

respectively.

Income and expenses shared between the Bank, Phethai Asset Management Company Limited and Ploy Asset

Management Company Limited are charged at cost, except for fee income which is charged at market price.

The Bank has provided an allowance for doubtful accounts for related business entities using the same method as for

general customers and in accordance with the BoT regulations.

4.27.4 Additional transactions occurring between the Bank and related business entities, which are charged at market price as

with other normal business, are as follows:

1. Assets, liabilities and contingencies shared between the Bank, its subsidiary and associated companies are

summarized as follows:

(Million Baht)
Consolidated The Bank
June 30, December 31 June 30, December 31,
2003 2002 2003 2002
Loans

Subsidiary Companies

- Kasikorn Factoring Co., Ltd. - 70 595 70
Associated Companies

- E. S. Industry Co., Ltd. 325 325 325 325
(As aresult of reversal of loans and allowance '

for doubtful accounts in 2002)
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Deposits
Subsidiary Companies
- Thai Farmers Research Center Co., Ltd.

- Progress Appraisal Co., Ltd.

Progress Land and Buildings Co., Ltd.
- Progress Software Co., Ltd.

Thai Administration Services Co., Ltd.
- Kanpai Co., Ltd.
- Progress Plus Co., Ltd.
- Kasikorn Factoring Co., Ltd.
Associated Companies
- Processing Center Co., Ltd.

Interbank and Money Market Items (Liabilities)

Associated Company

- Merrill Lynch Phatra Securities Co., Ltd.

Other Liabilities
Subsidiary Companies
- Progress Software Co., Ltd.
- Progress Plus Co., Ltd.
Contingencies
Subsidiary Company
- Thai Administration Services Co., Ltd.
Associated Companies

- E.S. Industry Co., Ltd.

June 30,

[\
(=g
=3
(¥

38

31

36
18

40

16

Consolidated
December 31,
2002

31
21

20

50

16

June 30,
2003

18

24

166

14

51

27

38

31

36
18

40

16

(Million Baht)
[he Bank
December 31,
2002

31
21
128
34
41
14
13
20

19

20
16

50

16

Certain subsidiaries and associated companies have entered into 2-year building lease agreements. Rentals are charged

at cost. As at June 30, 2003 and December 31, 2002, the Bank has rentals with remaining tenures amounting to Baht 2

Million and Baht 7 million, respectively.
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2. Revenues and expenses occurring between the Bank, its subsidiary and associated companies are summarized as

follows:

Subsidiary Companies
Revenues:
Dividend income
Fee income
Expenses:
Other expenses
Associated Companies
Revenues:
Dividend income
Expenses:

Other expenses -

Subsidiary Companies
Revenues:
Dividend income
Fee income
Expenses:
Other expenses
Associated Companies
Revenues:
Dividend income
Expenses:

Other expenses

(Million Baht)
Consolidated The Bank

For the Three-Month Periods For the Three-Month Periods

ed June Ended June 30,
2003 2002 2003 2002
18 2 18 2
- - 14 13
231 173 231 173
4 32 4 32
22 27 22 27
(Million Baht)
Consolidated The Bapk
For the Six-Month Periods For the Six-Month Periods
Ended June 30 Ended June 30,
2003 2002 003 2002
25 2 143 65
- - 27 24
441 318 441 318
33 32 33 32
22 34 22 34
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3. Assets, liabilities and contingencies shared between the Bank and other business entities in which the directors,

key executive officers and close members of their families have significant influence were summarized as

follows:
{Million Baht)
- Consolidated and The Bank
June 30, 2603 December 31, 2002
Loans
-TT & T Public Co., Ltd. 2,463 2,557
- Bangkok Intercontinental Hotels Co., Ltd. - 285
- Siam Food Products Public Co.,Ltd. 63 51
= Jutha Maritime Public Co., Ltd. 10 10
- Indo Worth (Thailand) Ltd. 50 24
- Charoen Pokhaphand Feedmill Public Co., Ltd. 12 3
- Yip in Tsoi & Jacks Ltd. 30 1
Deposits
- Sermsuk Public Co., Ltd. 194 385
- Sermsuk Y.H.S. Beverage Co., Ltd. 14 16
- Com - Link Co., Ltd. 264 228
- Muang Thai Life Assurance Co., Ltd. 124 234
- Pathara Insurance Public Co., Ltd. 62 '55
- Siam Food Produc.ts Public Co.,Ltd. 42 26
- Mitsubishi Elevator Asia Co., Ltd. 85 86
- Bangkok Glass Industry Co., Ltd. 65 65
- Thai British Security Printing Ltd. 33 36
- Punyariddhi Law Office Co.,Ltd. 11 15
=TT & T Public Co., Ltd. 1,554 1,419
- The Samaggi Insurance Public Company Limited 20 -
- Muangthai Holding Co.,Ltd. _ 20 7
Contingencies
- Dole Thailand Ltd. 64 ) 87
- SermSuk Co., Ltd. 14 13
- Com - Link Co., Ltd. 59 59
- Thai British Security Printing Ltd. 30 21
- Siam Food Products Public Co.,Ltd. 16 17
- Yip in Tsoi & Jacks Ltd. 12 11

- Charoen Pokhaphand Feedmill Public Co., Ltd. 45 -
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4. Assets, liabilities and contingencies shared between the Bank and its directors and key executive officers or the

Bank's employees in which such persons have authority and responsibility for planning, directing and controlling

the activities of the Bank are summarized as follows:

(Million Baht)

Consolidated and The Bank

June30.2003  December 31, 2002

Deposits

, 4.28 Benefits of Directors’ and Executive

589

445

The Bank and its subsidiary companies have not paid other benefits to directors and executives except for the benefits

that are normally paid such as directors’ fee, directors’ bonuses (if any) and income tax, executives’ salary and bonuses

(if any).

429 Long-term Lease Agreements

4.29.1 Lease Agreement

The Bank and its subsidiary companies have entered into land/building lease agreements for branch offices and vehicle

leasé agreements. The Bank and its subsidiary companies were committed to pay future rentals which are summarized

as follows:

Type of Lease Agreement " Remaining of Period
Land/building lease agreements July 1, 2003 - October 17, 2027
Vehicle lease agreements July 1, 2003 - June 30, 2007

Total
Type of Lease Agreement Remaining of Period

Land/building lease agreements January 1, 2002 ~ October 17, 2027
Vehicle lease agreements January 1, 2002 - November 30, 2006
Total

4.29.2 Service Agreement

Consolidated

June 30, 2003

406
459
865

Consolidated

December 31, 2002

411

B R
=]
Ln

(Million Baht)
The Bank

June 30, 2003

406
441

841
(Million Baht)

The Bank
December 31, 2002

B E
2
5o

On November 12, 2002 the Bank has entered into an Information Technology Service Agreement with IBM Thailand
Co., Ltd., under which the service will be provided until December 31, 2012 and for which as of June 30, 2003 the

Bank is committed to pay a total service fee of Baht 9,570 million.
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4.30

Change of Accounting Procedure of the Asset Management Subsidiaries

In the accounting period 2003, the asset management subsidiaries accounted for the transfer of financial assets from

investment in receivables to loan , in accordance with the Bank of Thailand’s notification, dated December 3, 2002,

“Re : Accounting procedures regarding purchasing or taking of transfer of loan debtors and supervision guidelines”,

which is applicable to financial statements for accounting periods ended on or after December 31, 2003 onwards, as

follows ;

Investments in receivables , which were restructured , have been transferred to loans at the fair value on the transfer

date, including the debtors restructured before the year 2003. The subsidiaries recognized interest income on loans on

a cash basis in 2003, whereas previously they recognized interest income by the effective yield method.

The effects of the change in the accounting procedure of the asset management subsidiaries on the consolidated and

separate financial statements are summarized as follows:

As of June 30, 2003

Decrease in long-term investments - net

Increase in investment in subsidiaries and associated companies - net
Increase in loans - net

For the six-month period ended June 30, 2003

Decrease in interest income on loans

Decrease in interest income from investments

Decrease in bad debt and doubtful accounts

Increase in gain on transfer of financial assets

Increase in share of profit from investments on equity method
Increase in net income

Increase in earnings per share

Consolidated

4,981

9,574

(182)

(Million Baht)
The Bank

3,080

In accordance with the Bank of Thailand’s notification, dated December 3, 2002, there is no requirement to apply this

change in accounting procedure retroactively.
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T 43

The Financial Position and Results of Operations Differentiated by Domestic and Overseas Business

The financial position and results of operations differentiated by domestic and overseas business were summarized

as follows:

1. Financial Position Q‘ lassified by Types of Business

Total assets

Interbank and money market items - net (assets)
Investments — net

Loans

Deposits

Interbank and money market items (liabilities)

Borrowings

Contingencies

Total assets

Interbank and money market items - net (assets)
Investments - net

Loans

Deposits

Interbank and money market items (liabilities)
Borrowings

Contingencies

Domestic

Business
786,333
94,195
126,376
513,967
671,578
5,861
39,967
408,204

Domestic

Business
749,056
89,581
144,963
505,259
651,315
5,693
39,967
395,106
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{Million Baht)
Consolidated
June 30, 2003
‘Overseas Eliminated
Business Total Transactions Total
29,928 816,261 (18,789) 797,472
2,956 97,151 - 97,151
26,131 152,507 - 152,507
871 514,838 - 514,838
76 671,654 - 677,654
- 5,861 - 5,861
8,354 48,321 - 48,321
17,165 425,369 (17,006) 408,363
(Million Baht)
Consolidated
December 31, 2002
Overseas Eliminated
Business Total Transactions Total

26,112 775,168 (14,386) 760,782
5,259 94,840 - 94,840
19,901 164,864 - 164,864
944 506,203 - 506,203
78 651,393 - 651,393
- 5,693 - 5,693
8,589 48,556 - 48,556
20,674 415,780 (17,565) 398,215



Total assets

Interbank and money market items-net (assets)
Investments - net |

Loans

Deposits

Interbank and money market items (liabilities)
Borrowings

Contingencies

Total assets

Interbank and money market items-net (assets)
Investments - net

Loans

Deposits

Interbank and money market items (liabilities)
Borrowings

Contingencies

Domestic

Business
785,370
94,157
130,362
493,367
678,068
4,931
39,967
408,159

Domestic

Business
748,976
89,514
138,868
495,582
651,922
5,693
39,967
395,106
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(Million Baht)

The Bank
June 30, 2003
Overseas l Eliminated

Business Total Trapsactions Total
29,928 815,298 (18,789) 796,509
2,956 97,113 - 97,113
26,131 156,493 - 156,493
871 494,238 - 494,238
76 678,144 - 678,144
- 4,931 - 4,931
8,354 48,321 - 48,321
17,165 425,324 (17,006) 408,318
(Million Baht)

The Bank
December 31, 2002
Overseas Eliminated

Business Total Transactions Total
26,112 775,088 (14,386) 760,702
5,259 94,773 oo 94,773
19,901 158,769 - 158,769
943 496,525 - 496,525
78 652,000 - 652,000
- 5,693 - 5,693
8,589 48,556 - 48,556
20,674 415,780 (17,565) 398,215



2. 'Results of Operations Classified by Types of Business

Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non-interest income

Non-interest expense

Income before income tax

Interest and dividend income

Interest expense

Net income {expense) from interest and dividend

Non-interest income
Non-interest expense

Income before income tax

Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non-interest income

Non-interest expense

Income before income tax

(Million Baht)
Consolidated
e e- eriods Ended June 00
Domestic Overseas Eliminated
Business Business Total Transactions Total
8,206 143 8,349 {74) 8,275
3,338 245 3583 @4 3.509
4,868 (102) 4,766 - 4,766
6,759 414 7,173 - 7,173
3,665 32 3,697 - 3.697
1962 =280 8242 —_ 8242
{(Million Baht)
Consolidated
For the Three-Month Periods Ended June 30, 2002
Domestic ~  Overseas Eliminated

Business  Business @~ Total =~ Transactions ~ Total

8,583 191 8,774 (107) 8,667
4216 289 4.505 107 4.398
4,367 98) 4,269 - 4,269
2,610 157 2,767 (11) 2,756
5110 19 5.129 an 5118
1.867 40 1.907 _ 1.907
(Million Baht)
The Bank
Q ee- i de 00

Domestic Overseas Eliminated

Business Business Total Transactions Total
7,954 143 8,097 (74) 8,023
3327 245 3572 74 3,498
4,627 (102) 4,525 - 4,525
7,403 414 7,817 - 7,817
4,087 32 4119 —- 4,119
1,943 280 8223 —_ 8223
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Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non-interest income

Non-interest expense

Income before income tax

Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non;interest income

Non-interest expense

Income before income tax

Interest and dividend income

Interest expense

Net income (expense) from interest and dividend
Non-interest income

Non-interest expense

Income before income tax

(Million Baht)
The Bank
For the Three-Month Periods Ended June 30, 2002

Domestic Overseas Eliminated
Business Business Total Transactions Total
8,149 191 8,340 (107} 8,233
4,217 289 4.506 107 4.399
3,932 (98) 3,834 - 3,834
2,519 157 2,676 (1) 2,665
4.606 19 4.625 an 4.614
1,845 40 1,885 — L1885
(Million Baht)
Consolidated
For the Six-Month Periods Ended June 30, 2003
Domestic Overseas Eliminated
Business Business Total Transactions Total
16,454 317 16,771 a71) 16,600
_6.960 521 2481 a7 1310
9,494 (204) 9,290 - 9,290
9,041 756 9,797 - 9,797
_8,127 _65 8,192 - _8.192
10,408 487 10.895 _ 10,895
(Million Baht)
Consolidated
For the Six-Month Periods Ended June 30, 2002
Domestic Overseas Eliﬁxinated
Business Business " Total Transactions Total
17,676 454 18,130 (248) 17,882
_8.587 673 9,260 (248) 2.012
9,089 (219) 8,870 - 8,870
4,688 333 5,021 (11) 5,010
10,046 11 10,057 an 10.046
2731 103 3.834 — A.834
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{Million Baht)

The Bank
For the Six-Month Periods Ended June 30, 2003

Domestic Overseas Eliminated

Business Business otal Transactions Total
Interest and dividend income 15,727 317 16,044 (171) 15,873
Interest expense 6.945 521 71.466 171) 7295
Net income (expense) from interest and dividend 8,782 204) 8,578 - 8,578
Non;interest income 9,808 756 10,564 - 10,564
Non-interest expense _8.218 _65 _8.283 - 8283
Income before income tax 10,372 487 10,859 — 10,859

{Million Baht)
The Bank
For the Six-Month Periods Ended June 30, 2002

Domestic Overseas Eliminated

Business ~ Business Total Transactions ~ Total
Interest and dividend income 16,690 454 17,144 (248) 16,896
Interest expense 8.587 673 9.260 248 9,012
Net income (expense) from interest and dividend 8,103 (219) 7,884 - 7,884
Non-interest income 4,574 333 4,907 o {1 4,896
Non-interest expense 8.984 11 8.995 an 8.984
Income before income tax 3,693 103

3.796 — 3.79%6
4.32 Finéncial Instruments

A financial instrument is any contract that gives rise to both a financial asset of one enterprise and a financial liability

or equity instrument of another enterprise.

Credit risk
Credit risk refers to the risk that a counterparty or a borrower may default on its contractual obligations and
agreements. Such default may be caused by the counterparty's inability to pay due to financial encumbrances or

their intention not to abide by the contractual agreements, resulting in a loss to the Bank.

The Bank has implemented credit risk management processes to measure and control credit risk. Through the use
of credit risk rating tools for assessing customers’ credit risk rating, the Bank is capable of granting better quality
loans and is able to determine an appropriate return given the risk level of each loan. In addition, the Bank is able

to allocate credit concentration to various business sectors and industries, so as to diversify credit risk as-a whole.

101 3



In the credit approval process, the Bank considers the customer's ability to repay #nd the loan objectives as key
factors in the approval of credit and may obtain sufficient collateral or other securities, where appropriate, as a
means of mitigating the risk of financial losses from default. To maximize the effectiveness of the credit approval
process, credit analysis and approval functions are separated from the units responsible for maintaining customer
relationships. The Bank also has processes for regularly reviewing customers’ credit rating and performance on all

approved transactions. For non-performing loans (NPLs), the Bank has closely and continuously monitored,

resolved and/or restructured them to retain maximum benefits for the organization.

Of the “loans” item shown in the balance sheet, the Bank's maximum credit loss is the carrying amount of net-
loans after deduction of applicable provision for losses without considering the value of collateral. In addition,

credit risk may arise from off-balance sheet items or contingencies.

Market risk

Market risk is any risk due to changes in interest rates, foreign exchange rates or securities prices that will have an
effect on the Bank's funding costs, investment position or foreign currency position, resulting in possible loss to
the Bank. Market risk for the Bank can be categorized as interest rate risk, foreign exchange risk and equity
position risk.

1. Interest rate risk

Interest rate risk refers to any risk that arises from changes in interest rates which may affect the value of the
Bank's financial instruments or may cause volatility in the Bank's earnings or fluctuations in the value of the
Bank's financial assets and liabilities, both in the current reporting period and in future years. Interest rate risk

also arises from the structure and characteristics of the Bank's assets, liabilities and equities.

Most of the Bank's credit is based on the Bank's floating interest rates (MLR, MOR, and MRR). Deposit interest
rates are in line w1th the announcements made by the Bank. As a result, the interest rate risk faced by the Bank is
generally low. However, the Bank actively manages such risk by adjusting its asset and libility structure in order
to maximize returns under the acceptable risk levels in order to best fit current market conditions and trends.
Management of interest rate risk is under the supervision of the Bank's Asset and Liability Management Sub-

Committee.

An analysis of loans (including financial institutions) at fixed and floating interest rates (MLR, MOR, and MRR) are

as follows:
(Milh'on Baht)
Consolidated The Bank
June 30, 2003 December 31,2002 June 30, 2003 December 31, 2002
Fixed interest rate 57,820 79,971 44,862 74,414
Floating interest rate 458,414 430597 450772 426,476
Total Loans (including financial institutions) 516,234 510,568 495,634 500,890
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Followings are interest-bearing financial assets and liabilities of the Bank and its subsidiaries, the average balances of

which are calculated by using beginning and ending balances. The average interest and dividend rates represent the

six-month period ended June 30, 2003 and for the year ended December 31, 2002, are as follows:

Interest - earming Financial Assets

Interbank and money market items

Securities purchased under resale agreements

Investments
Loans
Total
Interest-bearing Liabilities
Deposits
Interbank and money market items
Securities sold under repurchase agreements
Borrowings

Total

Interest - earning Financial Assets

Interbank and money market items

Securities purchased under resale agreements

Investments
Loans
Total
Interest-bearing Liabilities
Deposits
Interbank and money market items
Securities sold under repurchase agreements
Borrowings

Total

Average

Balance

96,614
34,200

161,181
510,521
802,516

664,524
5117
1,533

48439

120273

Average

Balance

96,562
34,200
157,370
495,382
183.514

665,072
5312
1,533

_48.439

120356
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Consolidated
June 30, 2003
Interest and
Dividend
Income/ Average Average
Expense Rate (%)  Balance
1,009 2.09 © 130,303
261 1.53 11,050
2,3M 2.94 148,011
12,958 5.08 491,345
16,599 4.14 780,709
4,620 1.39 657,962
124 4.29 9,758
5 0.65 1,030
2.560 10.57 _48,652
1,309 2.03 117,402
The Bank
June 30, 2003
Interest and
Dividend
Income/ Average Average
Expense Rate (%)  Balance
1,007 2.09 130,014
261 1.53 11,050
2,367 3.01 137,384
12,237 494 481,333
15,872 4.05 159,781
4,620 1.39 658,423
109 4.10 9,762
5 0.65 1,030
2.560 10.57 _48,652
1294 2.03 717,867

(Million Baht)

December 31, 2002

Interest and
Dividend
Income/  Average
Expense  Rate (%)
3,175 2.44
403 3.65
6,430 434
25,900 5.27
35,908 4.60
11,812 1.80
300 3.07
11 1.05
_5,163 10.61
12,286 241
{Million Baht)
December 31,2002
Interest and
Dividend

Income/  Average

Expense  Rate (%)

3,172 2.44
403 3.65
4,756 3.46
25,007 5.20
33338 439
11,812 1.79
300 3.07

11 1.05
5163 10.61
17.286 2.41



Financial assets and liabilities, classified by maturity of interest repricing, as of June 30, 2003 and December 31, 2002

are shown below:

Financial Assets
Cash
Interbank and money market
items
Securities purchased under
resale agreements
Investments
Loans
Accrued Interest receivable
Customers' liability under
acceptances
Accrued Income Receivable
Other assets
Total Financial Assets
Financial Liabilities
Deposits
Interbank and money market
items |
Liabilities payable on demand
Borrowings
Bank's liability under
acceptances
Accrued interest payable
Other liabilities
Total Financial Liabilities
On-balance sheet items
Off-balance sheet items
Forward exchange contracts
Cross currency swaps
Interest rate swaps

Total off-balance sheet items

{Million Baht)
Consolidated
June 30, 2003
Immediate Less than 6 months Over | Over Non-interest Stop

Repricing 6 months tol Year 1 Year 3 Year Bearing Accrued otal
- - - - - 9,051 - 9,051
1,706 69,033 .22,495 105 - 3,817 588 97,744

- 50,000 - - - - - 50,000
5,105 19,314 15,449 70,152 26,086 8,915 . 9,152 154,173
283,066 52,375 489 133 - 1,275 177,500 514,838
- - - - - 3,311 - 3,311

- - - - - 565 - 565

- - - - - 1,959 - 1,959

- - - - - 2.156 - 2.156
289,877 190,722 38433 70390 26,086 31049 187,240 833,797
314,037 288,929 31,223 12,699 - 30,766 - 677,654
1,124 2,900 3 - - 1,834 - 5,861

- - - - - 3,381 - 3,381

- - - 20,000 28,321 - - 48,321

- - - - - 565 - 565

- - - - - 2,889 - 2,889

- - - - - 1,676 - 1,676
315,161 291.829 31,226 32,699 28321 41111 —_— 740347
(25.284) 101,107y 7,207 37.691 2.235) (10,062) 187,240  _93.450
- - - - - 228,696 - 228,696

- - - 619 - - - 619

- 5,651 5,466 - - - - AL117
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(Million Baht)
Consolidated
December 31, 2002

Immediate Lessthan 6 months Over Over Non-interest Stop
Repricing 6months to] Year 1Year S Year Bearin accrued Total
Financial Assets
Cash , - - - - - 9,764 - 9,764
| Interbank and money market
items | 3,758 54,608 31,135 130 - 4,850 1,003 95,484
Securities purchased under
resale agreements - 18,400 - ’ - - - - 18,400
Investments 15241 38,055 4,487 69,689 16,632 8,502 15,583 168,189
Loans 286,081 33,039 549 128 - 1,797 184,609 506,203
Accrued Interest receivable - - - - - 3,410 - 3,410
Customers’ liability under
acceptances - - - - - 597 - 597
Accruéd Iﬁcome Receivable - - : - - - 1,950 - 1,950
Other assets - - - - - 138 - 138
Total Financial Assets 305,080 144,102 36,171 69947 16,632 31,008 201,195 804,135
Financial Liabilities
Deposits 282,026 304,025 26,171 12,739 - 26,432 - 651,393
Interbank and money market
items 1,522 174 2,023 - - 1,974 - 5,693
Liabilities payable on demand - - - - - 3,423 - 3,423
Borrowings - - - 20,000 28,556 - - 48,556
Bank’s liability under
acceptances - - - - - 597 - 597
Accrued interest payable - - - - - 3,030 - 3,030
Other liabilities - - - - - 884 - 884
Total Financial Liabilities 283,548 304,199 28,194 32,739 28,556 _36,340 - 713,576
On-balance sheet items 21,532 (160,097) 2977 37,208 11,924) _(5332) 201,195 20,559
Qﬁ'—bala_n_ ce sheet items
Forwérd exchange contracts - - : - - - 220,727 - 220,727
Cross currency swaps - - - 627 - - - 627
Interest rate swaps - 8,648 - - 2911 - - - _11,559
Total off-balance sheetitems  __- -~ _8,648 - 3,538 —— 220727 - 232,913
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Financial Assets
Cash
Interbank and money market
items
Securities purchased under
resale agreements
' Investments
Loans
Accrued Interest receivable
Customers' liability under
acceptances
Accrued Income Receivable
Other assets
Total Financial Assets
Financial Liabilities
Depo'sits ,
Interbank and money market
Items
Liabilities payable on demand
Borrowings
Bank's liability under
acceptances
Accrued interest payable
Other liabilities |
Total Financijal Liabilities
On-balance sheet items
Off-balance sheet items
Forward exchange contracts
Cross currency swaps
Interest rate swaps
Total off-balance sheet items

The Bank
June 30, 2003

Immediate Less than 6 months Over QOver Non-interest
Repricing 6 months to 1 Year 1 Year 5 Year Bearing

- - - - - 9,051

1,654 69,033 22,495 105 - 3,831
- 50,000 - - - -
5,105 19,136 15,330 69,967 25,970 18,993

283,466 76,981 407 47 - 1,275

- - - - - 1,660

- - - - - 565

- - - - - 1,903

- - - - - 1,995
290,225 215,150 38,232 70,119 25,970 39,273
314,218 288,929 31,223 12,699 - 31,075

954 2,140 3 - - 1,834

- - - - - 3,381

- - - 20,000 28,321 -

- - - - - 565

- - - - - 2,889

- - - - - 1,578
315172 291,069 31,226 32,699 28,321 41,322
24947)  (75919) 1006 37,420 0331 £2,049)

- - - - - 228,696

- - - 619 - -

- 5.651 5,466 - - -

- 5,651 5,466 ~-019 —_— 228.606
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Stop

accrued

588

1,257
132,062

5
B

9,051

97,706

50,000
155,758
494,238

1,660

565
1,903
—1.995
812,876

678,144

4,931
3,381
48,321

565

2,889
_ 1578
139.809
23.067

228,696

619
11117
240,432



(Million Baht)
The Bank
December 31, 2002

Immediate Lessthan 6 months Over Over Non-interest Stop

Financial Assets

Cash- = - - - - - 9,764 - 9,764
Interbank and money market
Items 3,686 54,608 31,135 130 - 4,855 1,003 95,417

Securities purchased under

resale agreements - 18,400 - - - - - 18,400
Investments 15,240 37,666 4,487 69,501 16,632 14,197 1,258 158,981
Loans 286,081 62,259 549 128 - 1,797 145,711 496,525

" Accrued Interest receivable - - - - - 1,934 - 1,934

Customers’ liability under

acceptances - - - - - 597 - 597

Accrued Income Receivable - - - - - 1,884 - 1,884
Other assets - - - - - ' 120 - 120
Total Financial Assets 305.007 172,933 36.171 69,759 16,632 35.148 147,972 783,622
Financial Liabjlities

Deposits 282,154 304,025 26,171 12,739 - 26,911 - 652,000
Interbank and money market

Items’ 1,522 174 2,023 - - 1,974 - 5,693
Liabilities payable on demand - - - - - 3,423 - 3,423
Borrowings - - - 20,000 28,556 - - 48,556
Bank's liability under v

acceptances - - - - - 597 - 597
Accrued interest payable - - - - - 3,030 - 3,030
Other liabilities - - - - - 621 - 621
Total Financial Liabilities 283,676 304.199 28,194 32739 _28,556 36,556 — 713,920
On-balance sheet items 21331 (131.266) 2977 3700  (11924) _(1408) 147972 £2.702

Off-balance sheet items
Forward exchange contracts - - - . - - 220,727 - 220,727
Cross currency swaps - - - 627 - - - 627
Interest rate swaps - 8.648 - _2911 - - - _11.559
Total off-balance sheet items - __8.648 - 3538 - 220727 232913
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2. Foreign exchange risk

Foreign exchange risk is the risk that occurs from changes in exchange rates which may affect the value of the Bank's

financial instruments or may cause volatility in the Bank'’s earnings or fluctuations in the value of the Bank's assets

and liabilities.

The Bank engages in foreign exchange related transactions, which may create foreign exchange risk. However, the

Bank believes that such risk is low, as most foreign currency transactions are protected by customers’ underlying

transactions. The Bank's policy is to minimize foreign exchange risk by closing its foreign exchange position on a

daily basis. Management of foreign exchange risk is under the supervision of the Asset and Liability Management

Sub-Committee,

The Bank and its subsidaries’ foreign currency position, as of June 30, 2003 and December 31, 2002 were as follows:

Asgets
Cash ,
Interbank and money market
items - net
Investments - net
Loans and accrued interest
receivables - net
Accrued income receivables
Other assets
Total assets
Lisbilitie:
Deposits
Interbank and money market items
Borrowing
Accrued interest payables
Other liabilities
Total liabilities
Foreign currency position of
on-balance items-net
Off-balance sheet items-net
(Forward exchange contracts

and cross-currency swaps)

(Million Baht)
Consolidated
June 30, 2003
Currency
US Dollar Yen ounds Euro Others . Total

52 6 3 39 16 116
93,270 3 29 58 44 93,404
38,830 316 - - - 39,146
16,284 542 70 1,058 369 18,323
726 2 Co- - - 728

60 - _1 - _6 67
149,222 869 103 L155 435 151,784
2,197 257 52 163 66 2,735
260 73 1 14 13 361
8,354 - - - - 8,354
251 - - - - 251
300 _1 5 _10 _48 370
11.362 337 58 18 12 12,071
137.860 332 45 968 308 139713
(135,369) (326) (630 (893) (513) (137,352)

108




Assets
Cash
Interbank and money market
items - net
Investments - net
Loans and accrued interest
receivables - net
Accrued income receivables
Other assets
Total assets
Liabilities
Deposits
Interbank and money market items
Borrowing
Accrued interest payables
Other liabilities
Total liabilities
Foreign currency position of
on-balance items-net
Off-balance sheet items-net
(Forward exchange contracts

and cross-currency swaps)

(Million Baht)

Consolidated
December 31, 2002
Currency
US Dollar Yen Pounds Euro thers Total
80 14 8 91 36 229
87,654 - 2 41 58 87,755
32,773 324 - - - 33,097
17,695 677 174 11 368 19,625
477 3 - - 480
62 3 = _ _S5 __ 70
138.741 1,021 184 843 467 141,256
1,855 224 34 111 28 2,252
116 78 8 38 203 443
8,589 - - - - 8,589
258 - - - - 258
260 10 2 5 41 318
11.078 312 44 154 272 11.860
127,663 109 140 689 495 129.396
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Assets

Cash
Interbank and money market
items - net
Investments - net
Loans and accrued interest
receivables - net
Accrued income receivables
Other assets
Total assets
- Liabilities
Deposits
Interbank and money market items
Borrowing
Accrued interest payables
Other liabilities
Total liabilities
Foreign currency position of
on-balance items-net
Off-balance sheet items-net
{(Forward exchange contracts

and cross-currency swaps)

(Million Baht)

The Bank
June 30, 2003
Currency

US Dollar Yen Pounds Euro thers Total
52 6 3 39 16 116
93,270 3 29 58 44 93,404
38,830 316 - - - 39,146
16,284 542 70 1,058 369 18,323
726 2 - - - 728

60 - _1 - _6 67
149,222 _869 103 1,155 435 151,784
2,197 257 52 163 66 2,735
260 73 1 14 13 361
8,354 - - - - 8,354
251 - - - - 251
___300 2 3 _10 _48 __368
11,362 337 36 187 127 12,069
137,860 532 41 968 308 139.715
(135.369) (526) [$30)] (893) (513) (137,352)
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{Million Baht)

The Bank
December 31, 2002
Currency
US Dollar Yen Pounds Euro thers Total
Assets ‘

Cash _ 80 14 8 91 36 229
Interbank and money market

items - net 87,654 - 2 41 58 87,755
Investments - net 32,773 324 - - - 33,097
Loans and accrued interest

receivables - net 17,695 677 174 711 368 19,625
Accrued income receivables 477 3 - - - 480
Other assets 62 —3 - = ] — ]

Total assets 138,741 1,021 184 843 467 141,256

Liabilities '

Deposits 1,855 224 . 34 m 28 2,252
Interbank and money market items 116 78 8 38 203 443
Borrowing 8,589 - - - - 8,589
Accrued interest payables 258 - - - - 258
Other liabilities 260 __10 - .3 —41 316

Total liabilities _11.078 _312 42 154 272 _11,858
Foreign currency position of .‘

on-balance items-net 127,663 709 142 689 _195 129398
Off-balance sheet items-net
(Forward exchange contracts

and cross-currency swaps) (121,326) .02 asn (26 (597 - (123.827)
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Equity position risk

Equity position risk is any risk that arises from chaﬁges in the price of equities or common stock that may cause

volatility in the Bank's eamings or fluctuations in the value of the Bank's financial assets.

The Bank's policy is not to increase its equity investment, but to divest any equity position that is not directly
related to the main banking business. The Bank manages and monitors market situations closely in order to

acquire supportive information for proper management and retain maximum benefits for the Bank.
Liquidity risk
Liquidity risk is the risk that the Bank may not be able to meet its obligations as they fall due, become of inability

to realise its assets or to cover funding requirements at an appropriate price which results in a loss to the Bank.

The Bank manages its liquidity position under the Bank of Thailand's liquidity reserve and other applicable
regulations. The Treasury Department is accountable for managing liquidity position by providing short-term and
long-term funding sources as well as investing in highly liquid assets in both domestic and foreign currencies. The

Bank also ensures that its liquidity position is suitable and sufficient for the current and foreseeable market

conditions. Management of liquidity risk is supervised by the Asset and Liabilities Management Sub-committee.

A maturity analysis of financial assets and liabilities and off-balance sheet items as of June 30, 2003 and December

31, 2002, were as follows:

(Million Baht)
Consolidated
June 30, 2003
Lessthan 6 months Over Over No
Atcall  6months tol Year 1Year 3 Year Matugity Total
Financial Assets
Cash - - - - - 9,051 9,051
Interbank and money market items 6,110 69,033 22,495 105 - 1 97,744
Securities purchaéed under
resale agreements - 50,000 - - - - 50,000
Investments 9,058 19,959 15,639 74,104 27,661 7,752 154,173
Loans 201,560 128,422 8,520 71,307 105,029 v - 514,838
Accrued interest receivables - 3,3 1 1 - - - - 3,311
Customers' liability under acceptance - 565 - - - - 565 -
Accrued income receivables - 1,959 - - - - 1,959
Other assets - - - - - 2156 _ 2156
Total Financial Assets 216,728 273249 46,654 145,516 132,690 18,960 833,797
112



Financial Liabilities

Deposits

Interbank and money market items
Liability payable on demand
Borrowings

Bank’s liability under accpetances
Accrued interést payables

Other liabilities

Total Financial Liabilities
Liquidity-net

Off-balance sheet items

Avals on bills

Letter of indemnity borrowings
Other guarantees

Letter of credit

Forward exchange contracts
Cross-currency swaps

Interest rate swaps

~ Total off-balance sheet items

(Million Baht)

Consolidated
June 30, 2003
Less than 6 months Over Over No
Atcall ~ 6months tolYear 1Year 5 Year Maturity
344,804 288,929 31,222 12,699 - -
2,958 2,900 3 - - -
3,381 - - - - -
- - - 20,000 8,354 19,967
- 565 - - - -
71 2,439 183 . 196 - -
- - - - - 1676
351214 204,833 31408 32,895 _8354 21.643
(134486)  (21,584) 15246 112621 124336  Q.683)
- 366 - - - -
430 69 88 700 278 4,624
3,336 6,792 4,225 2,073 7 12,911

- 10,220 - - - -

- 196,218 32,326 152 - -

- - - 619 - -

- - 2,649 7.448 1,020 -

—3.766 213,665 39288 10992 1305 _17.535
113

677,654
5,861
3,381

48,321
565
2,889

—L676

740,347

=23.450

366
6,189
29,344
10,220
228,696
619
11117
286,551



Financial Assets
Cash
Tnterbank and money market items
Securities purchased under
resale agreements
Investments
Loans

Accrued interest receivables

Customers' liability under acceptances

Accrued income receivables
Other assets
Total Financial Assets
Financial Liabilities
Deposits
Interbank and money market items
Liability payable on demand
Borrowings
Bank's liability under acceptances
Accrued interest payables
Other liabilities
Total Financial Liabilities
Liquidity-net

- Off-balance sheet items
Avals on bills
Letter of indemnity borrowings
Other guarantees
Letter of credit
Forward exchange contracts
Cross-currency swaps
Interest rate swaps

Total off-balance sheet items

(Million Baht)

Consolidated
December 31, 2002
Less than 6 months Over Over No
Atcall  6months folYear  1Year 5 Year Maturi Total
- - - - - 9,764 9,764
8,280 55,450 31,134 251 198 1M 95,484
- 18,400 - - - - 18,400
10,085 40,798 5,537 72,833 31,030 7,906 168,189
211,370 120,456 5,477 74,385 94,515 - 506,203
- 3,410 - - - - 3,410
- 597 - - - - 597
- 1,950 - - - - 1,950
- - - - - 138 138
229.735 241,061 42148 147469 125743 17.979 804,135
308,458 304,025 26,171 12,739 - - 651,393
3,496 174 2,023 - - - 5,693
3,423 - - - - - 3,423
- - - 20,000 8,589 19,967 48,556
- 597 - - - - 597
- 2,641 197 192 - - 3,030
- - - - - 884 884
315377 307.437 28391 32931 8589 20.851 713,576
(85642)  (66,376) 13757 114538 117,154 2.872) 90559
- 261 - - - - 261
433. 57 56 723 287 4,774 6,330
3,187 5,559 5,576 2,194 6 12,139 28,661
- 8,876 - - - - 8,876
- 209,069 .. 11,442 216 - - 220,727
- - - 627 - - 627
- _8648 - 2911 - - 11,559
3.620 232,470 17,074 6,671 —293 16913  277.041
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Financial Assets
Cash
Interbank and money market items
Securities purchased under
resale agreements
Investments
Loans

Accrued interest receivables

Customers' liability under acceptances

Accrued income receivables
Other assets
Total Financial Assets
Financial Liabilijties
Deposits
Interbank and.money market items
Liability payable on demand
Borrowings
Bank's liability under acceptances
Accrued interest payables
Other liabilities
Total Financial Liabilities
Liquidity-net
Off-balance sheet items
Avals on bills
Letter of indemnity borrowings
Other guarantees

~ Letter of credit
Forward exchange contracts
Cross-currency swaps
Interest rate swaps

Total off-balance sheet items

(Million Baht)

The Bank
June 30, 2003
Less than 6 months Over Over No
Atcall 6months  tol Year 1 Year 5 Year Maturity Total
- - - - - 9,051 9,051
6,072 69,033 22,495 105 - 1 97,706
- 50,000 - - - - 50,000
1,170 19,780 15,521 73,919 27,545 17,823 155,758
179,221 152,185 8,132 68,909 85,791 - 494,238
- 1,660 - - - - 1,660
- 56S - - - - 565
- 1,903 - - - - 1,903
186,463 295,126 46,148 142,933 113,336 28.870 812,876
345,294 288,929 31,222 12,699 - - 678,144
2,788 2,140 3 - - - 4,931
3,381 - - - - - 3,381
- - - 20,000 8,354 19,967 48,321
- 565 - - - - 565
71 2,439 183 196 - - 2,889
- - - - - 1.578 1,578
351,534 294,073 31408  _32.895 8354 21.545 39,80

(165071)  _L0S3 14740 110,038 104982 L3225 13,067
- 366 - - - - 366
430 69 88 700 278 4,624 6,189
3,336 6,747 4,225 2,073 7 12,911 29,299
- 10,220 - - - - 10,220

- 196,218 32,326 152 - - 228,696 |
- - - 619 - - 619
—_ e 2,649 7.448 1,020 —_— 11117
3,766 213,620 39288 10992 1305 17,535 286,506
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Financial Assets
Cash

Interbank and money market items
Securities pméhased under
resale agreements

Investments

Loans

Accrued interest receivables

Customers' liability under acceptances

Accrued income receivables

Other assets

Total Financial Assets

Financial Liabilities

Deposits

Interbank and money market items
. Liability payable on demand

Borrowings

Bank's liability under acceptances

Accrued interést payables

Other liabilities

Total Financial Liabilities

Liquidity-net

Off-balance sheet jtems

Avals on bills

Letter of indemnity borrowings

Other guarantees

Letter of credit

Forward exchange contracts

Cross—curréncy swaps

Interest rate swaps

Total off-balance sheet items

The Bank

December 31, 2002

{(Million Baht)

Less than 6 months Over Over No

Atcall 6 months  tol Year 1Year 3 Year Maturity Total
- - - - - 9,764 9,764
8,213 55,450 31,134 251 198 171 95,417

- 18,400 - - - - 18,400
722 39,800 5,429 71,636 27,793 13,601 158,981
187,504 148,680 5,268 72,409 82,664 - 496,525
- 1,934 - - - - 1,934

- 597 - - - - 597

- 1,884 - - - - 1,884

- - - - - 120 120
196.439 266,745 41831 144,296 110.655 23.656 783.622
309,065 304,025 26,171 12,739 - - 652,000
3,496 174 2,023 - - - 5,693
3,423 - - - - - 3,423

- - - 20,000 8,589 19,967 48,556

- 597 - - - - 597

- 2,641 197 192 - - 3,030

- - - - - 621 621
315,984 307.437 28391 32931 8,58 20,588 713,920
(119.545)  {40.692) 13,440 111365 102,066 =3.068 £69.702
- 261 - - - - 261

433 57 56 723 287 4,774 6,330
3,187 5,559 5,576 2,194 6 12,139 28,661
- 8,876 - - - - 8,876

- 209,069 11,442 216 - - 220,727

- - - 627 - - 627
-_ 8,648 - 2911 - —_ 11,559
—3.620 232,470 17,074 6,671 —293 16913 277,041
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Fair value

Fair value is the estimated value that the Bank and its subsidiaries could receive from the sale of financial assets, or

the estimated cost of redeeming their financial liabilities. Fair values are based on market value, or estimated values

derived from using general market principles of calculation.

The following is a summary of carrying amounts and estimated fair values of financial assets and liabilities and

off-balance sheet items as of June 30, 2003 and December 31, 2002.

Financial Assets
Cash
Interbank and money market items - net
Secqrities purchased under resale agreements
Investments - net
Loans and accrued interest receivables - net
Customers' liability under acceptances
Accrued income receivable
Other assets
Total Financial Assets
Financial Liabilities
Deposits
Interbank and money market items
Liabilities payable on demand
Borrowings
Bank’s liability under acceptances
Accrued interest payable
Other liabilities
Total Financial Liabilities
Off-balance sheet items
Forward exchange contracts
Cross-currency swaps
Interest rate swaps

Total off-balance sheet items

Consolidated

June 30, 2003
Carrying
Amount Fair value
9,051 9,051
97,151 97,151
50,000 50,000
152,507 154,000
443,407 443,407
565 565
1,959 1,959
2,156 —2.156
156,796 158,289
677,654 671,654
5,861 5,861
3,381 3,381
48,321 50,707
565 565
2,889 2,889
- 1,676 1676
140,347 142,733
228,696 1,288
619 (14)
11117 24
240,432 1368
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December 31, 2002

Carrying

Amount

9,764
94,840
18,400

164,863 -

429,108
597
1,950
138
119.660

651,393
5,693
3,423
48,556
597
3,030
884

113.576

220,727

627
11559
232,913

Fair value

9,764
94,840
18,400

166,095
429,108
597
1,950
— 138
120.892

651,393
5,693
3,423

49,791

(1,114)
(30)

__38

(1,106)



(Million Baht)

The Bank
June 30, 2003 December 3], 2002
Amount Fair value Amount Fair value
Financial Assets |
Cash 9,051 9,051 9,764 9,764
Interbank and money market items - net 97,113 97,113 94,773 94,773
Securities purchased under resale agreements 50,000 50,000 18,400 18,400
Investments - net 156,493 157,978 158,768 159,994
Loans and accrued interest receivables - net 443 409 443,409 440,092 440,092
Customers’ liability under acceptances 565 565 597 597
Accrued income receivable : 1,903 1,903 1,884 1,884
Other assets 1,995 1,995 _120 __ 120
Total Financial Assets 760,529 262014 . 124398 725,624
Financial Liabilities
Deposits 678,144 678,144 652,000 652,000
Interbank and money market items 4,931 4,931 5,693 5,693
Liabilities payable on demand C 3381 3,381 3423 3423
Borrowings 48,321 56,707 48,556 49,791
Bank's liability under acceptances 565 565 597 597
Accrued interest payable 2,889 2,889 3,030 3,030
Other liabilities —L578 _ 1578 __ 621 621
Total Financial Liabilities 139,809 742,195 213,920 715,135
Off-balance sheet items | .
Forward exchange contracts 228,696 1,288 220,727 1,114)
Cross-currency swaps 619 (14) 627 (30)
Interest rate swaps _ 11117 —% _11,559 __38
Total off-balance sheet items 240,432 1368 232,913 (1,106)

The following methods and assumptions were used by the Bank in estimating fair values of financial assets and

liabilities as disclosed herein:

The fair values of cash, interbank and money market items (assets and liabilities), securities purchased under resale
agreements, customers’ liability under acceptances, liabilities payable on demand, securities sold under repurchase
agreements, bank’s liabilities under acceptances and accrued interest payables are stated at their carrying values at the

reporting date.

The fair values of held-for-trading investments, available-for-sale investments and held-to-maturity investments are

stated according to the Bank's policy mentioned in Note 3.4.
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The

The

fair value of general investments are stated at cost, net of allowance for their impairment.

fair values of loans and accrued interest receivables are based on the carrying values of loans and accrued interest

receivables, net of allowance for doubtful accounts since most loans are floating rate ones.

The

carrying values of deposits are usually approximate fair values, except for negotiable certificates of deposit (NCD)

for which fair value is calculated by using the expected yield of borrowings.

The fair values of borrowings are estimated by using market values.

Derivatives

The Bank enters into derivative transactions for the following main reasons:

1.

Hedging of the Bank’s exposure to financial risks.

Hedgings activities are designed to reduce or eliminate exchange rate and/or interest rate risk related to the Bank's

financial assets, liabilities, contingent accounts or expected transactions in the future.

Derivatives undertaken this purpose include Forward Exchange Contracts, Cross-Currency Swaps and Interest

Rate Swaps.

The Bank controls credit risk on derivatives transaction by using procedures similar to those used when granting

general loans.

Hedging of the customer’s exposure to financial risks.

‘At the request of a customer, the Bank will enter into certain derivative contracts in order for customers to hedge

financial risk. The Bank uses appropriate hedging tools to take advantage of price differences or net market price
changes.

The derivatives under this purpose are Forward Exchange Contracts, Cross Currency Swaps and Interest Rate

Swaps.

The market risk of derivative transactions used to hedge the customer’s exposure comprises exchange rate risk
and interest rate risk. To minimize risks, the Bank's policy is to conduct full-amount hedges with customers or

counterparties. The Bank controls credit risk and liquidity risk by using procedures to those used when granting

general loans.
Trading Purposes
The objective of derivatives for trading purposes is to take advantage of price movement in the short-term market.

Derivatives undertaken this purpose include Forward Exchange Contracts, Cross-Currency Swaps and Interest

Rate Swaps.

‘The Bank controls credit risk and liquidity risk by using procedures similar to those used when granting general

loans.
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4.34

Subsequent Event

On July 11, 2003, the Bank registered the change of its paid-up share capital as a result from the increase in paid-up
capital of 970,700 shares at Baht 10 par value, totaling Baht 9,707,000, from the exercise of warrants for ordinary
shares, which were issued and offered for sale to Bank employees( except for directors). The Bank has total paid-up
share capital of Baht 23,540,654,170, which consists of 2,353,518,072 ordinary shares and 547,345 class A preferred

shares.

Reclassification of Accounts

Certain accounts in the financial statements for the three-month and the six-month periods ended June 30, 2002 have
been reclassified to conform with the presentation in the financial statements for the three-month and the six-month

periods ended June 30, 2003.

120

5 -




